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Section 121 of the Local Government: Municipal Finance Management Act 56 of 2003 (MFMA) stipulates that: iA 


“Every municipality and every municipality entity must for each financial year prepare an annual report in accordance 
with this Chapter. The council of a municipality must within nine months after the end of a financial year deal with the 
annual report of the municipality and of any municipal entity under the municipality's sole or shared control in accordance 
with section 129”. 


The purpose of an annual report is- 


4 Toprovide arecord of activities of the municipality or municipal entity during the financial year to which the report 
relates; 


*% To provide a report on performance against the budget of the municipality or municipal entity for that financial 
year; and 


4 Topromofte accountability to the local community for the decision made throughout the year by the municipality 
or municipality entity 


The annual report of the municipality must include- 


4& The annual financial statements of the municipality, and in addition, ifsection 122 (2) applies, consolidated annual 
financial statements, as submitted to the Auditor General for audit in terms of section 126 (1); 


“& The Auditor General report in terms of section 126 (3) on those financial statements. 


“% The annual performance report of the municipality prepared by the municipality in terms of section 46 of the 
Municipal System Act; 


4& The Auditor General’s audit report in terms of section 45 (b) of the Municipal Systems Act. 
4 Anassessment by the municipality ‘s accounting officer of any arrears on municipal taxes and service charges; 


* Anassessment by the municipality's accounting officer of the municipality’s performance against the measurable 
performance objectives referred to in section 17 (3) (b) for revenue collection from each revenue sources and for 
each vote in the municipality’s approved budget for the relevant financial year; 


4& Particulars of any corrective action taken or to be taken in response fo the issues raised in the audit reports referred 
to in paragraphs (b) and (d) 


Any explanation that maybe necessary to clarify issues that in connection with the financial statements; 
Any information as determined by the municipality; 

Any recommendations of the municipality’s audit committee; and 

Any other information as may be prescribed. 


The annual report of a municipal entity must include- 


teehee t 


The annual financial statements of the entity as submitted to the Auditor General for audit in terms of section 126 
(2) on those financial statements 


%& The Auditor General’s audit report in terms of section 126 (3) on those financial statements; 
*& Anassessment by the entity’s accounting officer of any arrears on those financial statements; 


4 An assessment by the entity’s accounting officer of the entity's performance against any measurable 
performance objectives set in terms the service delivery agreement or other agreement between the entity and 
its parent municipality 


*% Particulars of any corrective action taken or to be taken in response fo issues raised in the audit report referred to 
in paragraph (b); 


& Any information as determined by the entity or its parent municipality; 
“& Any recommendations of the audit committee of the entity or its parent municipality; and 


4& Any other information as may be prescribed.” 


ABBREVIATIONS 


| Human Immunodeficiency Virus/Acquired Immunodeficiency Syndrome 


Kel cinfermaHien Communication Technology also referred to as IT 
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CHAPTER | — MAYOR'S FOREWORD AND EXECUTIVE SUMMARY 


1.1. FOREWORD BY HER WORSHIP THE MAYOR 


As the political leader of this municipality and having been appointed halfway through the financial year 
after the dissolution of the previous Council through Section 139, am very clear of my responsibilities and 
the expectations of all the community of Mpofana and lam confident that | am equal to the challenges 
that lie ahead. | strongly believe in the principle of collectivism and that together we can achieve more 
in addressing the needs and expectations of the community that we serve. As such therefore, together 
as Council, we have a duty and a responsibility to account to the community of Mpofana on the service 
delivery status of this municipality for the financial year 2014/15. 


It is a legislative requirement as enshrined in Section 127(2) of the Municipal Finance Management Act, 
560f 2004, that the Mayor of a municipality must, within seven months after the end of the financial year, 
table in the Municipal Council, the Annual Report of the municipality and of any Municipal Entity under 
the municipality's sole or shared control. 


Having said that, it gives me great pleasure to present the Annual Report of Mpofana Local Municipality 
for the Financial Year 2014/15 to Council, our communities and all our stakeholders. We derive our 
mandate as the municipality from the Constitution which spells out the objectives and mandate of the 
municipalities. We also understand as the municipality that the cornerstone for the success of our country 
and democracy is the participation and consultation of our communities. 


Mpofana Municipality is made up of 4 Wards and the extent of the area is vast, with an uneven topographical layout. The municipality 
makes every endeavour within its available resources to address the needs of our people. Whilst the limited resources are a challenge, 
the intervention by COGTA assisted in mobilizing resources from other Sector Departments that would otherwise not have been easy to 
obtain without such intervention. It should also be noted that some challenges of the previous years have been addressed such as the 
filling of senior positions which had been vacant for along time, save for that of Director Corporate Services which became vacant during 
the year under review and steps will be taken to fill it. Notwithstanding the fact that there have been some improvements in addressing 
some of the problems, cash-flow remains a big challenge. 


As much as there have been a lot of notable improvements in many service delivery and governance issues of the municipality, the report 
of the Auditor General points to the fact that the municipality continues to stagnate and as such in order to improve the situation, a 
radical approach has to be adopted with the assistance of other Sector Departments in particular, COGTA and Provincial Treasury. This 
of course is an indictment on the municipality, but nevertheless the fact that the municipality is dealing with a problem that it is aware of 
is one step closer to addressing those problems. On that note, it is critically important that we also assure our communities that their needs 
are being attended to and that we will continue to apprise them of the successes that we make and the challenges that we encounter 
in the process of providing services to them. 


As a municipality, we appreciate positive contributions that have been realized through the President’s initiative of Back to Basics and 
participation of all the stakeholders in the Operation Sukuma-Sakhe initiative, a brainchild of the Office of the Premier which allows for 
vibrant service delivery debates in the “War Rooms”. 


Remarkable progress has been made in the implementation of projects, most of which had been reported as being a challenge in the 
previous year. 


Having said that, may | take this opportunity to express my sincere and heartfelt gratitude to the community of Mpofana, who have 
remained steadfast and consistent in their support and co-operation. Furthermore may | thank the Municipal Manager and his team for 
their efforts amid all the challenges and also encourage all of us to exert more effort in turning-around the municipality in order to provide 
quality services to our communities. 


CLLR M. Magubane 


Her Worship The Mayor 
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1.2. MUNICIPAL MANAGERS OVERVIEW 


Once again it is that time of the year when the municipality is required to report on its performance, based on all the 
consolidated service delivery activities for the financial year 2014/15. It also follows that this exercise which is a legislative 
requirement seeks to give a true picture of where the municipality is at in terms of its service delivery mandate and 
obligation and indeed this report seeks to be as informative and transparent in reporting to its achievements and 
challenges so as to determine whether there is any need for assistance in the spirit of cooperative governance from other 
spheres of government. 


Mpofana Municipality has for the past two years been in the limelight as a result of unprecedented service delivery protests 
and unrests that led to the dissolution of the previous Council, prompted by a number of factors that have been building 
up over the years without being adequately addressed. The underlying negative issues of unemployment and poor service 
delivery continue to asphyxiate the municipality amid unlimited demands and expectations from the communities which 
the municipality, but with the intervention of the MEC for CoGTA, different pieces of the puzzle are starting to fall into place. 
The positive signs that are starting to show will have to be maintained with extra effort being exerted from all angles. 


As was stated in the previous year’s annual report, service delivery issues and challenges have continued to overwhelm 
the municipality as a result of the inability by the municipality to address governance issues which were further 
exacerbated by the municipality’s inability to fill critical positions which became vacant after a mass exodus of senior 
managers, in particular the most critical positions of Municipal Manager and that of Chief Financial Officer which had 
become vacant for a period of almost one year. Whilst the municipality had been enjoying good audit reports in the years 
prior to 2012/13, such a position could not have been sustained indefinitely, given the pattern of events coupled with the 
debilitating negative effects which plunged the municipality into disarray and disorder thereby causing it to stagnate. 


It is my strongest believe that failure is one step closer to success and that it is never too late to correct any anomaly and 
given the fact that all the challenges have been exposed, there is hope that the situation can only get better if efforts to 
address these challenges are appropriately focused and resources channeled appropriately. 


For the financial year 2014/15, a lot of effort was put in trying to identify what the real challenges that needed attention 
were. This process was done though a strategic planning exercise which was conducted immediately after the 
appointment of the Municipal Manager and the Chief Financial Officer three months into the financial year. What became 
very clear was that unless something drastic steps were done to turn around the situation; service delivery would suffer 
immensely as a result of the following: 


“& The municipality was no longer able to sustain itself as evidenced by the fact that it was surviving on a bank 
overdraft and irregularly expending conditional grants to pay salaries for employees and Councillors. 


% The infrastructure maintenance budget was so minute and was a drop in the ocean to be able to adaress the 
aged and the severely dilapidated infrastructure. 


& The MIG allocation of RI10m, R11m and R12m for the 2012/13, 2013/14 and 2014/15 financial years respectively is a 
very small fraction of the funds required to address infrastructure and other capital needs of the municipality. 


“& The Equitable Share allocation has not been able to cater for the operational and service delivery demands faced 
by the municipality. The fact that the total equitable share allocation is far smaller than the total salaries bill of the 
municipality bears testimony and is a serious cause for concern. 


%& Service delivery protests by communities and labour unrest by employees have exacerbated the situation. 
% Non-functioning of Ward Committees. 


& Non-payment of services and the theft of electricity have impacted negatively on the municipality's obligation to 
deliver services. 


All these challenges continue to weigh very negatively on the municipality’s efforts to fulfil its service delivery mandate 
resulting in the collapse of the municipality and the subsequent intervention by the MEC. 


Having been given the opportunity through the intervention to turn around the municipality, and conceding that we could 
have done better; the municipality in particular the administration would have no reason to fail any further. 


Every effort was made to correct all the anomalies of the past starting with the process of ensuring that the IDP was credible 
with a clear focus on ensuring that there was alignment between the IDP, Budget, SDBIP and the Performance 
Management System of the municipality. Employment contracts for Section 56 Managers were reviewed and the new 
ones drawn up for newly employed managers. Performance agreements that were aligned to the SDBIP were drawn up 
and signed accordingly and assessments conducted. Financial reporting requirements were complied with albeit the 
municipality’s poor audit results. 


The structures whose responsibility is to perform the oversight function, namely the Council, the Audit Committee and the 
MPAC performed their roles in accordance with the prescribed legislative requirements 


Mr. M. Moyo 


Municipal Manager 


1.3. VISION 


By the year 2020, Mpofana will be a sustainable, socially and economically developed municipality, that 
encourages community participation and whose residents live in a safe and healthy environment. 
Mpofana will, in addition have substantially increased its contribution to its districts gross geographic 
product whilst also having realized substantially decreased its share of poverty 


1.4, MISSION STATEMENT 


Mpofana Municipality is to be a pro-active, accountable and financially viable municipality that is 
continually striving to provide efficient, affordable, sustainable and customer-orientated services - 
committed to participation principles in the social and economic development of our community. 


1.5. PRINCIPLES AND VALUES 


The principles and values which Mpofana Local Municipality ascribes to are as follows: 


“& Maintain Customer focus and strive for quality, effectiveness, efficiency and sustainability in the delivery of all our 


services; 


4 Develop a high culture of performance and excellence based on innovation and development; 


“ Undertake the responsibility with stewardship and play a leadership role on issues of importance to the 


municipality; 


“& Active seek and forge mutually beneficial partnerships with all its stakeholders; 


“& Communicate effectively with communities and other stakeholders in a manner that promotes their 


participation; 


*% Act with respect, honesty, trust and empathy; 


“& Uphold diligence, professionalism and risk tolerance in our quest for innovation and improvement in service 


delivery; 


%& Promote ongoing development of management and adaptable skills to cope with changes in the 


environmental and customer expectations; 


Create an environment that is conduce fo self-initiative and fostering a culture of individual identity with the 
Municipal as an organization; 


Commitment to equity and social redress, and 


Be inclusive, transparent, and accountable and act with integrity. 


1.6. GOALS, OBJECTIVES AND PRIORITIES 


The overall goals and objectives for the Municipality which are drawn from the formal mandates are as follows: 


a 


a 
a 
a 
* 
a 


To improve financial management to ensure sustainable financial viability; 

To instill, advance and sustain a good organizational culture and service excellence; 

To create and ensure a conducive environment for Economic Growth and Development; 
To leverage and enhance municipal capacity fo promote democracy and accountability; 


To ensure continuous improvement in the level and quality of service delivery, and 


To promote coordinated planning, implementation and continued evaluation. 


1.7. MUNICIPAL FUNCTIONS, MANDATE, POPULATION AND ENVIRONMENTAL OVERVIEW 


1.7.1. MUNICIPAL FUNCTIONS 


In terms of section 84 of the Local Government: Municipal Structures Act No. 117 of 1998, the Mpofana Local Municipality 
has the following powers and functions: Page 


Integrated Development Planning; 

Solid waste disposal; 

Regulation of passenger transport services; 

The establishment, conduct and control of cemeteries; 

Promotion of local tourism for the area; 

The imposition and collection of taxes, levies and duties as related fo the above functions; 
Municipal roads; and 


Municipal public works relating to any of the above functions. 


1.7.2. MANDATES 


The legislative mandates exercised by the municipality in terms of the local government legislative framework are as 
follows: 


“& Local Government: Municipal Structures Act, 117 of 1998; 
Local Government: Municipal Systems Act, 32 of 2000; 
Local Government: Municipal Finance Management Act, 56 of 2003; 


4 
oa 
*% Local Government: Municipal Planning and Performance Management Regulation, 2001; 
* Local Government: Municipal Property Rates Act, 6 of 2004; 

4 


Local Government: Municipal Performance Regulations for Municipal Managers and Managers directly 
accountable to the Municipal Manager, 2006; 


Local Government: Development Facilitation Act; 

Local Government: Municipal Demarcation Act, 27 of 2008; 
Disaster Management Act, 57 of 2002; 

Intergovernmental Relations Framework Act, 13 of 2005; 


Remuneration of Public Office Bearers Act, 20 of 1998; 


eeeeete & 


Organised Local Government Act, 52 of 1997; 


1.7.3. SUPPORTING MANDATE 


“% The Constitution of the Republic of South Africa, 1996; 


“& White Paper on Transforming Public Service Delivery (Batho Pele), 1997; 


%& White Paper on Service Delivery. 
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1.8. POPULATION AND DEMOGRAPHICS 


1.8.1. MUNICIPAL POSITION WITHIN KWAZULU NATAL PROVINCE 


Publication for general information 
the outer and ward boundaries of the 


na 
Local Municipality 
(KZN223) 


Map I Municipal Position within KwaZulu Natal Province Map 2geographic And Demographic of Mpofana Local Municipality 


1.8.2. DEMOGRAPHICS 


Information presented in this Annual report is based on the 2014/2014 IDP which captured its data from the latest 2011 
Census as part of the process of understanding the current situation 


The Mpofana Local Municipality is divided into 4 Wards, which cover the area of approximately 181 000 hectares. These 
are: 


This is made up of Mooi River, which can be primarily described as a formal urban area within denser 
| Ward 1 | development, it also comprises of semi-urban areas. The CBD area is infested with dilapidated infrastructure 
| which need attention. 


[a ee 4 
Comprises of what may be termed a small town Rosetta which is a town area, Besides Rosetta the entire area | 
: is rural. | 


Some parts within this ward have enormous tourist attraction potential like the Drakensberg. A lot of the areas 
in this ward lack in basic services like water, electricity and waste management. 


' 1 1 
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| This is predominantly made up of Bruntville and Gwala Park; which are semi-urban areas. A few 


VCS) Rural areas exist in this Ward, like Honey-Dew, Sierra Ranch, Manophe and Weston. 
Ward The area is rural in its entirety, having been categorized as one of the poorest wards in the KZN 


Province, lacking in basic services such as water, houses, electricity and waste management. 
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1.8.3. POPULATIONS 


In terms of 2011 Census Survey, Mpofana Local Municipality has a total of 38 103 people. Out of this number, statistics show 
that 16 260 voters were registered as at June 2012 (IEC Statistics). These can be broken down as follows: 


TOTAL POPULATION WITHIN UMGUNGUNDLOVU DISTRICT MUNICIPALITY 


an 3 Voters | 


3279 Voters 
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POPULATION GROUPINGS BY AGE 


Age by Gender - Census 2011 


AGE Group MALE FEMALE PENSE 
Group 
0-4 2099 2073 Anl2} 
5-9 1853 1821 3 675 
10-14 1878 1768 3 646 
15-19 1946 1771 3717 
20-24 2061 2008 4069 
25-29 2007 2014 4 020 
30-34 1530 1545 S075 
35-39 1224 1311 PISS 
40-44 911 1183 2 094 
45-49 769 969 1 738 
50-54 599 819 1 418 
55-59 544 706 1 249 
60-64 480 627 1 107 
65-69 236 326 562 
70-74 150 243 393 
75-79 D5) 154 249 
80-89 63 144 206 
85+ 4] 135 176 
Total 18 487 19 617 38 103 


Data in the table above shows that a larger portion of the population of the Mpofana Local Municipality is youth as it falls 
between 0-34 years age category, which compels the Mpofana Local Municipality to initiate, develop and put youth 
development programmes into effect. The 2007 Community data indicates a female majority of 52% and 48% males 
respectively. There seem to be no shift from the previous Census Data which reflected a higher number of males at 48.5% 
when compared to 51.5% females. The 2007 findings are similar to the National Population Trend which indicates that 
women constitute a higher percentage of the South African population. 


Mpofana Local Municipality does not have people residing in informal settlements 
(Although a few have been noted in Ward 2 Kwa-Ntuli Farm and in Ward 1 in an old dilapidated building (NCD). 
approximately 71, 5% of households are “stand alone” brick structured dwellings with a lot of traditional houses in Ward 2 
and 4, The aim is to ensure that the there is an expedited process of converting traditional houses to more formal ones. 
The 2009/2010 housing backlogs was carried over to and 2010/2011 IDP. A plan for projects to implement as strategy of 
addressing the housing backlogs is now in place, with housing projects having been identified and included in the IDP 
and are approved by Department of Human Settlement, However there is a need to make more Housing applications to 
the Department of Human Settlement. 


The municipality in partnership with external bodies has embarked upon establishing a Housing Sector Plan that will enable 
Municipality to strategically plan housing development within the jurisdiction of the Municipality, A housing sector plan 
does exist although it’s outdated and need to be reviewed, so that all future and current housing developments projects 
will be included. The purpose will be to address the challenge of the conversion of traditional houses to more formal ones. 
Most of these are located in rural areas. The IDP review process has helped in identifying housing projects that will assist in 
this regard. 


NATURE OF 


| HOUSEHOIDS : 1996 2001 2009 2011 | 

| Formal 3055 | 6870 6303 6303 | 

informal oo 56 ne aaa 79 

Traditional 280 2888 2450 2545 
Other 18 86 317 217 

TOTAL i (wti‘(‘CSOCSCSC‘**S 4492 ST 9248 22t—<Ct~ti‘i:*:s 9244. 
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Overall, the municipality does not find itself with problems relating to people residing in informal settlement as 71, 5% of 
households are either “stand alone” brick structures or traditional dwellings. The 2009/2010 IDP had identified projects that 
will assist in addressing the backlogs in terms of housing, in the 2014/15 IDP, projects to this effect have been identified and 
included in the IDP. 


Sustainable human settlement is important in addressing issues of housing backlog. The Department of Housing along with 
the municipality has undertaken a task to revamp the houses in the Town-view area to bigger and aesthetically appealing 
housing unit. It willbe most important for the municipality to perhaps engage in initiatives that will educate the communities 
about the importance of preserving and keeping their environment in a good state in order to address other issues related 
to service delivery. 


1.8.4. EDUCATION LEVELS 


Table below indicates the trends of education levels amongst males and females in the Mpofana Local Municipality in 
terms of the following findings: 


*& A significant number in the population who have not obtained any schooling, especially in females. (It is 
assumed that the majority of women who have not obtained any schooling largely form part of the older 
generation of the population). 


“%& There has been over the years a significant decline in the number of people who continue to tertiary education 
after completing the matriculation level. (This can be attributed to the factors such as poor matriculation results, 
lack of financial resources to those who pass matriculation, or lack of knowledge of financial aid available to 
prospective tertiary students, when the poverty levels might also be a contributing factor). 


Caeeaa aa rere ee ee ee | 


' Not Applicable | 2.9% 


GRAPHICAL LEVEL OF EDUCATION 


Percentage 


As a strategy to improve its social development provision, the Mpofana Local Municipality initiated and developed a Youth 
Advisory Centre, where some of the above spelt education findings and assumptions are addressed. 


There is also a functional ABET Centre which addresses the learning needs of the population up to Matric level, as well as 
FET College which has been established by Municipality to address the needs of the post Matriculants. Both these 
institutions are housed at Eminyezaneni High School, in Bruntville. The proposed renovation of the Youth Advisory Centre 
and the Library in the will also assist in enhancing the educational resources within the municipality. 


1.8.5. POPULATION GROUPINGS BY EMPLOYMENT TRENDS 


The employment status in the Municipality is standing at 48,37% of the total population in the 15-65 year age group. The 
rationale for this low employment level is based on none economically active individuals and shows a significant 
percentage of 30,31%. The majority of the people who are not economically active are still engaged in academic studies. 


The unemployment levels are projected at 16%. This is due to a lack of economic activities that provide employment to 
the municipality. This can also be attributed to the closure of Mooi Textile in the nineties, lack of entrepreneurs, lack of 
infrastructure to boost investor confidence, lack of skilled labour etc. The municipality also faces a shortage in the skilled 
and professional pool labour as most individuals are employed in elementary occupations. 


1.9. SERVICE DELIVERY OVERVIEW 


The Municipality has supported its service delivery efforts through Expanded Public Works Programme (EPWP). A number 
of areas which were not taken off previously are now be catered for under the EPWP. 


A number of capital projects were introduced and there were successes in the empowerment of local people where 
projects were being implemented. Local communities were involved in the construction of the various infrastructure p 
projects. 


age 
| 20 
The Municipality has continued to embark on poverty alleviation initiatives to assist the local communities sustainably. For 

the 2014/15 year the municipality has continuously assisted the public in ensuring that the recycling centre is operational, 

the centre is also supported by Wildlands Conservation Trust. 


Furthermore a number of capital projects are still ongoing and it progress in shown in the table below, though some have 
been completed. 


SOURCE PROJECT AMOUNT EXPERCTED TIME FOR COMPLETION 
MIG ees Renabiiiation R11621000 September 2014 
MIG Rehabilitation of Uppertown R17904664.97 Project is progressing fairly well 
Main Road phase 3 Due to be completed in 2017 
Construction of Ebuhleni ‘ 
MIG "Access Road R1 387 155.27 Design Stage 
MIG Rosetta Multi-Purpose Centre R 2, 500 000 Construction has commenced 


The Municipality has put together a plan to fast-track the completion of the above projects. Furthermore more business 
plans are being put together to source funding to complete housing project that are still needed. It should also be noted 
that the availability of land is a major issue which prevents the municipality from achieving its vision in terms of Housing 
delivery. 


1.10. FINANCIAL HEALTH OVERVIEW 


The high levels of unemployment in the municipality’s jurisdiction have impacted negatively on our ability to collect 
outstanding debt. Consequently, an increased number of indigents characterize the municipality revenue base. As a result 
long outstanding debtors have been significantly been impaired. 


Although the municipality is vast geographically, the size relative to population is very small. Therefore, this is reflected in 
the small equitable share allocation because the formula put significant weight on the population size. In light of the above 
the municipality is still exploring ways of funding indigents as the equitable share is not enough. 


The aging municipal electricity infrastructure is also impacting negatively on revenue collection as electricity is lost in 
transmission, illegal connections and incomplete billings attributed to the old infrastructure. 


The electricity supply in the Municipality is being supplied by the Municipality in Ward 1 and 3 and Eskom in Ward 2 and 4 
which is predominantly the urban area and there are areas where Eskom supply electricity in the rural areas. 


Our municipal accounts consist of mainly electricity supply, rates, refuse removal and other revenue. Water supply and 
sanitation is the function of the District Municipality. 


To illustrate our point in the collection rate our Municipality finds itself, see the billing sample of a month of June; 
Table 1: Billing Sample for June 2014 


REFUSE COLLECTION BILLING FOR JUNE 2014 


Billing R306 1204.88 
Collection R572 102.39 
Net- Effect R 2 489 102.49 


Overall Percentage 19% 


' Net- Effect 
F 


"Billing 


' Collection 


| Net- Effect 
“OverallPercentage 
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- Conventional Electricity Billing for the month of June 2014.0 


R3 671 412.80 
| 62% 


| R34 762 761.45 


~°R32383627.69 
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| R2379 133.176 
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1.11. ORGANISATIONAL DEVELOPMENT OVERVIEW 


CHALLENGES 


The center of the municipality (Mooi River) has over the years seen a decline in economic growth which was largely based 
on the clothing and textile industry. This growth has been hindered by a lack of investment at Mpofana, investors shy away 
due to non-availability of infrastructure. With the close of most clothing and textile industries, saw an increase in the 
unemployment ratio, lack of investment and increased poverty levels. Other challenges include unsustainable human 
settlement, ineffective human capital due to low levels of literacy and lack of skills development, high prevalence of 
HIV/AIDS, access to basic services especially in Ward 2 & 4 of the municipal area. 


The following are considered to be the Key Challenges faced by the Municipality 


%& Ward Committees effective and efficient participating in planning and development process; 


High Percentage of Unemployment; 
Financial Sustainability; 


Human Resource Capacity; 


Dilapidated Infrastructure; and 


ee & & # FF 


Inability fo attract Investors. 


Inability to generate our own revenue fo fast track service delivery; 


1.12. STATUTORY ANNUAL REPORT PROCESS (BASED ON MFMA CIRCULAR NO. 32) 


The following outlines the major steps in the Annual Reporting process indicating responsibilities and dates prescribed in 
the MFMA and MSA. 


PRESCRIBED DATE ACTIONS (MSA) RESPONSIBILITY OF 
31 August Submit municipality’s AFS to Auditor-General $126(1)(a) Municipal Manager 
ai August Submit municipal entity AFS to parent municipality $126(2) Municipal Entity 
g and to Auditor-General Accounting Officer 
30 September SUS ee We liele elo le elon it $126(1)(b) Municipal Manager 
(municipalities and entities) 
aiocioberand Auditor-General submits to Parliament and the 
uarierkihereatier provincial legislature names of any municipalities, $133(2) Auditor-General 
4 y which have failed or continue to fail to submit AFS. 
Within three months of 
receiving AFS : oe Pyeaey 
(30 November or Audit report returned to Municipal Manager $126(3) Auditor-General 
31 December) 
Municipality must address any issues raised by the 
Giiceciolonaucle Auditor-General and prepare action plans to Municipal Manager. 
pen Pp address issues and include these in annual report. $131(1) Mayor must ensure 
Be aes Provide copy of report to Audit Committee. $127(2) compliance by 
bf Annual Reports of municipality and entities tabled in municipality Mayor 
Council 
Immediately after Annual report made public and local community SAAC, ae 
: ee : : (MSA) - Municipal Manager 
annual report is tabled : invited to submit recommendations 
S$21A and B 
immediately after Annual report submitted to Auditor-General, relevant 
ae provincial treasury and provincial department $127(5)(b) Municipal Manager 
annual report is tabled 5 : ‘ 
responsible for local government in the province. 
When meetings held to : : ’ : ; 
Siccussihe onnval Attend meetings to respond to questions concerning $129(2)(a) Accounting Officer of 
the report municipality 
report 
pelle y gs) Mee exc Submit copies of minutes of the meetings to the 
discuss the annual ‘ hee ee 2 : 
‘Bont Auditor-General, provincial treasury and provincial 5129(2}(b) Accounting Officer of 
ie department responsible for local government municipality 
Within two months of ; ; $129(1) : 
; Council to have considered the annual report and Council 
fe sleluie ore coe adopted an oversight report 
(31 March) Pp g e 
Within seven days of 5129/3) 
adoption of oversight Make public the oversight report Accounting Officer 
report S21A-MSA 
Withincevondave ct Submit to the provincial legislature, the annual report 
: ee of municipality and entities and the oversight reports » $132(1) & Accounting Officer 
adoption of oversight 
on those annual reports. (2) MEC for local government 
report : : 3 ee ; ; 
Monitor compliance with submission of reports to $132(3) in the province 
As necessary Bate 3 
provincial legislature 
Within 60 days of Report to provincial legislature any omissions by MEC for local government 
receiving annual municipalities in addressing issues raised by the $131 (2) i : 
: in the province 
reports Auditor-General. 
Report to Parliament on actions taken by MEC’s for Cabinet member 
Annually local government to address issues raised by Auditor- | $134 responsible for local 


General on municipal and entity AFS 


MFMA 


government 


CHAPTER 2. GOVERNANCE 


Mpofana is totally committed to good governance. The organisation is structured in such a way to ensure that the eight 

major characteristics required for good governance is enshrined in its operations. This ensures that it is participatory, 
consensus oriented, accountable, transparent, responsive, effective and efficient, equitable and inclusive and follows the 

rule of law. Corruption is minimized, the views of minorities are taken into account and the voices of the most vulnerable 
in society are heard in decision-making. It is also responsive to the present and future needs of society. Above all, the HZ 
commitment from the leadership both political and administrative is essential to maintain good governance. 


2.1. POLITICAL AND ADMINISTRATION GOVERNANCE 


2.1.1. POLITICAL GOVERNANCE 


Mpofana Local Municipality is govern by it Council which seeks to oversee that the need of the people are taken care off. 
The Constitution of the Republic of South Africa, 1996, Chapter 7, Section 160 (1) defines the role of Council as being: 


*% (making) decisions concerning the exercise of all the powers and the performance of all the functions of the 
municipality; 


& (electing) its chairperson; 
*% (electing) and executive committee and other committees, subject to national legislation; 
% (Employing) personnel that are necessary for the effective performance of its functions. 


There are seven Councillors that constitute Mpofana Local Municipal Council, and its structure is as follows 


MUNICIPAL COUNCIL 

Name _ Position _ Political Party 
Cllr M Magubane Mayor/ PR Councillor/ Chairperson of Finance Portfolio Committee/ Speaker ANC 

Cllr X Duma Chief Whip/ Ward 1 Councillor/ Corporate Services Portfolio Chairperson ANC 
| Cllr N Ndlovu PR Councillor/ Member of Finance Portfolio Committee DA 

Cllr B Khumalo Ward 2 Councillor/ Social Services Portfolio Chairperson ae 
Cllr M Majola PR Councillor/ Member of MPAC IFP 

Cllr S Ndumo Ward 3 Councillor/ Technical Services Portfolio Chairperson ANC 
_CllrN Mthalane = Ward 4 Councillor/ MPAC Chairperson ANC 


The Municipality is plenary with ward committees. The workoftheCounciliscoordinatedbytheMayor whois elected bythe 
Council.The Mayorisatthecenterofthesystemofgovernance,sinceexecutivepowersarevested inhertomanagetheday-to- 
dayaffairsofthe municipality.Shehasanoverarchingstrategicand politicalresponsibility. 


TheMayorisassistedbyC ouncillors. TheMayortogetherwiththe Councillorsalsooverseethework 
oftheadministrativearm.EachmemberoftheCouncilCommitteehasaportfoliowithspecific functions. 


The Municipality also consists of forums that are operational and are as follows: 


“% Local Labour Forum; 


* Integrated Development Planning Representative Forum; 


% Housing Forum/Committee; 


% Analysis Council and Portfolio Committee Meetings 
2013/2014 2014/2015 | 


| Number of Council Meetings | 


“NumberofBudget&Treasury es 


' Portfolio Committee __ Se 
' Number of Corporate and Facilities - | 

{ 16 112 
| IMMCINGIeemnsin Seinvices Commins | 
_ Number of Infrastructure - La 
i Development aNd MGINfeNanCe bcc eececneneeenneneeenneneeeeneneeetnenefecneees | 
| Number of Youth, Economic | 

| Development and Social Services 

H d 6 1 12 
: Committee H 
Portfolio Committee - Responsible Head of Department 


ee eee ee eee eS eT EE eee EES Se Ee ee Se See eS eee Ree eS eee E eRe E SEER SENSE 


| Budget & Treasury Portfolio fe 
| Committee | 


| Infrastructure Development and "Director: Infrastructure Development and Maintenance 

_Maintenance Committee 0 Services | 

Youth, Economic Development : Director : Youth, Economic Development and Social i 
_And Social Services Committee _ "Services 


So eel 


Minutes of all the above committees are tabled at Council for noting, The Councillors are Chairpersons of their respective 
Portfolio Committees. Head of Departments provide Technical support in their respective Portfolio Committees. 


2.1.2. ADMINISTRATIVE GOVERNANCE 


Council 


Municipal Manager 


Director: Director : 


Chief Financial Officer Corporate and 
Facilities 
Management 


Director: 
Infrastructure 
Development and 
Maintenance 


Youth, Economic 
Development and 
Social Services 


As depicted in the high-level organogram above, the Mpofana Local Municipality has five departments; each department 
is headed by the director employed in line with Section 57 of the Municipal Systems Act No. 32 of 2000. The Municipality 
had one (1) vacant positions towards the end of the year under review, although an acting appointment was made. All 
directors reports to the Municipal Manager whom in turn reports to Council. The Municipal Manager is assisted by the 
Internal Audit Activity and the independent Audit Committee in meeting his accountability requirements as prescribed in 
the MFMA. — The Internal Audit Activity is co-sourced to AAROT Solutions (PTY) Ltd and an internal audit Manager is 


appointed. 


DEPARTMENTAL FUNCTIONS 


DESIGNATION NAME : RESPONSIBILITIES 


i Implement national and provincial legislation 
: applicable to the municipality 
Internal Audit and Risk Management 


The formulation and development of an 
economic effective, efficient, and accountable 
administration 
The management of the municipality’s 
administration in accordance with the legislation 
ee applicable to the municipality 
Municipal Mr Maxwell The implementation of the municipality's 
Manager Moyo integrated development plan 
Management of the provision of services to the 
local community in a sustainable and equitable 
manner 
Manage the communications between the 
municipality administration and political structure 
Carry on the decision of the structures and 
functions of the municipality 
Administer and implement the municipal by laws 
and other legislation 


Revenue Management 


Expenditure Management 


tome Finelnetel Mr S Mncwabe Asset Management 
TTC CT a De Sie a eres aut ote Sg aes eee 


Budget and Reporting Management 


Supply Chain Management 


Human Resources Management and 
Development 


Compliance with Legislation 
Office and Building Maintenance 


| Director Mr B Ngubane Hall Bookings 


_ Corporate (Acting Events Management and Communication 
Services Appointment) Strategy 


Management of Ward Committees 


Fleet Management 


Information and Communication Technology 
Administration 


Support the mayoral and council activities 


Mr S Zamisa Provision of Basic Services 


DESIGNATION NAME 


Director 
Infrastructure 
Development 
and 
Maintenance: 


Director Youth Mrs J.B. Mchunu 
Economic and 
Community 
Services: 


RESPONSIBILITIES 


' Mobilisation of Resources to continually improve 
the level and quality of service delivery 


Roads 

Electricity 

Waste Management 
Public Facilities 

Storm Water Drainage 
Construction Management 
Infrastructure Planning 


Local Economic Development 


Disaster Management 
Social Services 


Manage Community Services 
Public Protections Community Safety 


Tourism 
Expanded Public Works Problem 


Public Participation 
Management of Museum 


Youth Development 


2.2. INTERGOVERNMENTAL RELATIONS 


”& Thelnter-governmentalRelationsFrameworkAct, (ActNo 130f2005),requiresallsoheresof government to coordinate, 
communicate, align and integrate service delivery effectively, to ensure access to services. In this regard the 


Municipality complies with the provisions of the Act. 


“& Mpofana Local Municipality participates in the Provincial and District MIG forum. These forums provide a 
platform for engagement on the approval of projects and for coordination and monitoring of expenditure on 
projects which were previously funded under Municipal Infrastructure Grant projects. 


“& UMgungundlovu District has adopted a Cluster Model! to share best practices amongst its Local Municipalities. 
These clusters are chaired by the Municipal Manager of all participating Municipalities. 


% The Municipality also has entered into shared services on Development and Planning Services and Geographic 


Information System (GIS). 


& TheMunicipalityalsoparticipatesintheProvincialHousingCoordinatingforumwherepartieslookinto the Human 
Settlement Grant funded projects, based on the allocation granted for the province. 


2.3. PUBLIC PARTICIPATION 


ESE 


The functional public participation structures for the municipality are: 


IDP Representative Forum 


District Wide Cluster Forums (Municipal Managers Forum, Mayors Forum and District Clusters) 


2.4, WARD COMMITTEE STRUCTURES 


Section 152(1)(e) of the Constitution of the Republic of South Africa, read together with Section 72 (1) and (2) of the 
Municipal Structures Act (Act 117 of 1998) give a direct mandate to Municipalities to encourage the involvement of 
communities and community organizations in matters of local government and to establish community participatory 
systems. 


Sections 8 (g and h), 9 (f) and 72 of the Structures Act, authorises Municipalities to establish ward participatory systems as 
mechanisms to enhance participatory democracy in local government. 


Accordingly, 4 ward committees are operational in the Mpofana Local Municipality. A Ward Committee consists of the 
relevant Ward Councillor, who automatically assumes chairpersonship of the committee, and ten (10) other members who 
represent different sectors. This composition is in terms of Section 73 (2) (a) and (b) of the Municipal Structures Act, which 
further states that the other ten (10) members should be elected into the Ward Committee. The composition of ward 
committees takes into cognizance issues of gender, disability groups, civil society, religious groups and any other organized 
groups within the community. 


The primary objective of the ward committee is to enhance public participation of the community of Mpofana in the 
programmes of the Municipality. 


A public Participation section has been established in office of Corporate Services whose function to assist the Mayor to 
ensure that the ward committees are functional in line with an approved Ward Committee policy. Of late, this function 
has been moved to the Social and Economic Development Department, The functions of the person assigned to the Public 
Participation Unit remain unaltered, as they are still expected to support the Mayor to ensure that the Ward Committees 
are functional in line with an approved Ward Committee policy. 


Ward Committee members have been assigned to different portfolios as per their interests. Every measure has been taken 
to ensure that the portfolios are aligned to the IDP priorities to ensure that issues pertaining to communities and the IDP are 
aligned. 


2.5. |IDP PARTICIPATION AND ALIGNMENT 


The 2014-2014 IDP has marked the third year of the third generation of the IDPs. The Municipality’s IDP process had once 
again gone through the exercise of public participation and the community needs and concerns are recorded. 
TheMunicipalSystemsActhaspromptedchangesinthewayinwhichtheCouncil 
plansforthefutureofthemunicipality.|talsoprovidesgreaterscopeforcommunitiestomake their own choices about what the 
Council does and how. Page 
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This legislation requires Council to undertake an exercise, at least once in every five years, to identify Community 
development priorities. These development priorities are determined with active participation by affected 
communities. These priorities form the basis for the long-term integrated development plan. 


SincethefirsttermofCouncilin2000-2005, the Council has been consulting with members of the community, local business 
community, the rate payers and community organisation to determine the priorities of the people of Mpofana. A long with 
the development priorities for the second term of the Council(2006-2011),these priorities were formulated based on the 
information gathered on social dynamics, service provision and people’s perception of the Municipality's strengths, 
weaknesses, opportunities, and threats. 


IDP PARTICIPATION AND ALIGNMENT CRITERIA Yes/No 
Does the Municipality Have Impact, Outcome, Input, output, indicators> Yes 
Does the IDP have priorities, objectives, KPI's, development strategies Yes 
Does the IDP have multi-year targets Yes 
Are the above aligned and can they calculate into a score? Yes 
Does the Budget align directly to the KPI’s in the strategic plan? Yes 
Does the IDP KPI's align to Section 57 Managers Yes 
Does the IDP KPI’s lead to functional area KPI’s as per the SDBIP? Yes 
Do the IDP KPI's align with the provincial KPI’s on the 12 Outcomes? Yes 
Were the Indicators communicated to the public Yes 
Were the four quarter align reports submitted within stipulated time frames? No 


2.6. CORPORATE GOVERNANCE 


In general, corporate governance is perceived as a normative principle of administrative law, which obliges any institution 
to perform its functions in a manner that promotes the values of efficiency, non-corruptibility, and responsiveness to civil 
society. The principle of good governance has also been espoused in the context of the internal operations of both the 
public and private sector organisations. In this way, corporate decision-making strategies integrate the principle of good 
governance and ensure that public interests and employees are taken into account. 


2.7. RISK MANAGEMENT 


Section 62 (i) of the MFMA required that the municipality have and maintain and effective, efficient and transparent system 
of risk management. The Municipality undertook to implement and comply with this section and this resulted in the 
development of the Risk Action Plan through a workshop which was held near the end of the financial year 2012/13 with 
the assistance of Internal Audit Activity. A risk register was compiled and approved by the Audit and Performance 
Management Committee. Furthermore a Risk Management Strategy was developed, however due to the absence of the 
Risk Officer the municipality was not in the position to monitor and implement actions that were agreed to during the 
workshop. 


TOP 5 RISKS 


Inability fo attract Investments. 
Inability fo attract and retain skills personnel. 


High Number of indigent families. 
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High Number of unemployed Youth. 
& = Inability to maintain municipal infrastructure. 


Non-implementation of risk management action plan were mainly due to human resources and financial constraints, 
however, in addressing these challenges the office of the municipality has taken upon itself to ensure that those risk that 
are recurring are dealt with at Management level on a continuous basis. Furthermore the Internal Audit Activity has aligned 
its plan to the risk register of the Municipality. 


2.8. ANTI-CORRUPTION AND FRAUD 


"Ultimately, the struggle against corruption depends upon our sense of morality which tells us that our own egoistic interests 
do not come before those of public interest. We can take all kinds of preventative measures, and they can be broken 
down and subverted. But if the moral fibre of our public servants in the delivery of public services is high, then no amount 
of corruption can subvert our preventative measures" - Dr Dullar Omar (Fighting Corruption: Strategies for Prevention). 


The Municipality is committed to a free corruption and fraud environment. The municipality has developed the Anti-fraud 
policy to guide the municipality on matters pertaining to fraud, the development of the policy document is an illustration 
that the Municipality does not tolerate fraudulent or corrupt activities whether internal or external to the Municipality. The 
Internal Audit Activity assisted in communicating the policy and workshops were conducted. 


The Municipality believes that if we are honest and open in our everyday dealings and communications with other people, 
if we fulfil our commitment at all times and practice trust, tolerance and respect, only then can we achieve dignity and 
integrity. Every day of our lives we are faced with choices and easy options that are filled with promises of wealth. Make 
sure our heart and our head agree on the honest choice, however difficult it may be. Remember it is the nature of our 
environments, which is tempting. We need to take responsibility for our choices. It is becoming increasingly difficult to stay 
honest and open, especially in light of the ever-changing environment around us. Our only obligation in life is to be true to 
ourselves and our commitments. In the long run we will achieve more in life than those who sold out their principles for the 
short-term gain. 


We expect people to trust us, and therefore it is up to us to give them the reasons to trust us. Our reputation of today will 
be based on our actions of the past. Our actions today are the building blocks of our future reputation. 


People at our Municipality hold dearly specific rich and positive values. Therefore, our employees’ commitment to these 
values is the only single weapon against corruption and fraud. 


The Municipality is in the process of reviewing its anti-fraud and corruption strategy which will be work-shopped to alll staff 
during the 2014/2015 financial year. 


2.9. MPOFANA MUNICIPALITY WEBSITE 


The municipality has continuously finding new ways of enhancing the image of its website. This helps to ensure a modern, 
clean and fresh look-and-feel as compare to the older design. It is however to be noted that the municipality is still at an 
infant stage in ensuring that all relevant and up-to-date documents are loaded on the system. The office of the Municipal 
Manager is gearing itself up to ensure that all documents requiring upload are loaded timely. 


The municipality does not have a dedicated computer to be accessed by the members of the community, however the 
community have access to the computer at our library and through youth center for the purpose as envisaged in Section 
75 of the MFMA. 


2.10. PUBLIC SATISFACTION ON MUNICIPAL SERVICES 


A public Satisfaction survey has not been done for the year under review, however one was done in the Ward 4 area 
through a CDW deployed to the ward. Until recently in the 2015/16 financial year a survey being conducted which is 
commissioned by the Office of the Premier. Our rating on our website gives management an overview of how the 
community perceives the Municipality in 2 folds i.e. Council Rating and municipal rating respectively. 


2.11. GOVERNANCE AND PUBLIC PARTICIPATION HIGHLIGHT 


‘OBJECTIVE —_- KEY PERFORMANCE INDICATORS 2013/14 | BACKLOG “ANNUAL BUDGET | RESPONSIBLE DEPT 
[Doles | haa lt oinenaa edie raierrmerenrers ikea) | | 
| | All AG audit queries cleared | 38 ‘0 RO | | 
| ban ene [onan Ln 
| | Approved Audit Charter G lo iro | Office of the MM 
| a ——— a a 
| | Corporate 
ls ; number of Meetings Held MPAC, 13 10 'RO | Services and | 
eS oe | Office of the MM 
ecolan olllolnletss |e eeee | ane Sea aeaees —— ee | esa es EE i 
jand audit | : : | ] 
lopinion i | | | 
i i | MEETINGS | : : | 
| | Number of Meetings Held (Audit ieee | ae | 
| Committee) ;RO eee 
H H |PLACEIN | H | Office of the MM} 
} ' |THE 13/14 | : : | 
YEAR 
Number of community meetings per | | | Corporate 
i ward i4 :0 | 16 | 18 i Services 
: H : Corporate 
i i No. of Bylaws reviewed promulgated H H ‘RO services H 
No. of new By-laws reviewed and 
| promulgated 

To improve | 
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: Governance | 
| | | | i Services and 
"Number of ward Committees held ig 48 48 eanoos) lear 
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| | | | | | | |Services | 
‘To improve 
AUST H : H i H H Corporate 
Participation i No. trained people through Bathopele ; 3 'N/A 13 13 :RO Neeeeee 
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CHAPTER 3: SERVICE DELIVERY PERFORMANCE 


3.1. WATER PROVISION 


Water and sanitation is one of the most basic needs in the Municipality. There is still a major backlog in terms of water and 
sanitation in Ward 2 and 4 in the Municipality. These two wards are mostly rural in nature with a fragmented household 
landscape and this could be a contributing factor in the slow progress of service delivery in these areas. 


The Mpofana Local Municipality has seen it imperative to work and collaborate with uMgungundlovu District Municipality, 
who at present, is handling the services of water and sanitation for our municipality, in addressing the issue of water and 
sanitation in the municipality specifically in Wards 2 and 4. It is in the plan of the Municipality to at least have the majority 
of households having water accessible inside their dwelling houses or inside the yard as much as possible. Crucial to 
achieving this will be the establishment of more dandified settlements in wards 2 and 2 hence bridging the divide in the 
economies of scale. A Water Co-ordinator has since been seconded in the Municipality to deal with water issues affecting 
Ward 2 and 4. The seconded official deals directly with communities and the District Municipality, athought we are not a 
Water Service Authority, steps have been taken to deal with communities affected by water issues and no water at alll. 
Some areas are inaccessible by water tankers due to poor gravel roads, it is for this reason that the Municipality is prioritizing 
gravel access roads for re-construction, gravelling and maintenance as the condition of these roads prove tough to 
access. Over 45% of our MIG Grant has gone toward dealing with access roads in Ward 2 and 4. 


3.1.1. WATER FACILITIES 


Table 8 below indicates an improvement in the service delivery of water within the municipality. There are more households 
accessing water inside the dwelling compared to the 2001 Census whilst there’s a decline in other alternative means of 
accessing water. This could have been a resultant of the increase in the number of households being built with access to 
water inside the dwelling. The majority of these households are located in ward 1 and 3 of the municipality. The most 
significant project giving rise to this trend is the Town-view Housing project which is completed. 


3.1.2. WATER SOURCE 


CENSUS 2007 CENsus 2011 


WATER PROVISION | | CENSUS 200 1 
Nets aia na en ARE SPE a Pa ae PEARS TAS AL NE ERTIES: we DAROREREIA SAU eC UES 
leis eral “1375 30,4 30.6 
Access point outside the yard 39 L727 6 
Reuele - -_ | 3,2 7 1 
Spring 2,5 1,6 1.2 
| Bent Poa 43 1,6 ] 
River Brean | i273) 8,5 8.5 
"Water vendor fol 2.0 
| Rotnveter tan: 0,5 le IBY. 
_ Other in 02 0.1 
“Total 100% 100% 100% 
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3.1.3. WASTE WATER (SANITATION) PROVISION 


The availability of toilet facilities has been no exception in the improvement of service delivery since 2001 within the 
Mpofana Local Municipality. There has been an approximately 16% increase in the number of flush toilet that are 
connected to a sewerage system with a significant drop in the bucket system (To date no areas still use the bucket system). 
The increase in the construction of RDP houses could be the contributing factor to this trend as with the water provision. 


Interestingly enough, there has been a rise in the number of households using the dry toilet facility.( See Table below): Page 


Toilet Facilities | 32 
TOILET FACILITIES CENSUS 2001 CENSUS 2007 CENSUS 2011 
Flush toilet (connected to sewerage system) 41,6 58,5 60.6 
Flush toilet (with septic tank) 85 2,4 2.4 
| Dry toilet facility - 6,5 7.0 
Chemical toilet Pp 2,9 DY) 
Pit latrine with ventilation (VIP) 4,2 4,0 4.0 
Pit Latrine without ventilation 18,0 12,1 10 
| Bucket latrine 5,6 0,2 0.0 
None 20,0 YO) 8.0 
| Total 100% 100% 100% 


3.1.4. ELECTRICITY 


There has been a substantial improvement in the percentages of households that use electricity for lighting purposes when 
comparing the Census 2001 against the recently conducted 2007 Community Survey (See Table Below): 


Table 10: Energy / Fuel for Lighting 


ENERGY/FUEL CENSUS 2001 CENSUS 2007 CENSUS 2011 


Electricity 53,4 71,9 72.0 
Gas 0.3 - : 
Paraffin 0.7 1.4 1.4 
Candles 44.8 25.8 26 
Solar 0.3 0.2 0.2 
Other 0.5 0.7 0.6 


The majority of the households using electricity are located in the urban centers of the municipality, more especially Mooi 
River, Bruntville and Rosetta. Within the current context of the electricity crisis in South Africa, it has been seen imperative 
for the municipality to promote alternative sources of electricity; hence solar system project has been concluded in the 
Town View Area, there are plans to expand the project to include Bruntville Township. 


Almost 56.5% of the total households in the Municipality make use of wood for heating purposes. The majority of these 
households are located in the rural part of the municipality. This fact raises a need for more electricity supply within these 
areas of the municipal area. This is an indication that natural forests are depleting, which poses downstream environmental 
concerns. More electricity supply is a strategy towards addressing this issue. An application was lodged with Department 
of Energy for the electrification project in the 2013/2014 financial year. This application was approved and the 
Electrification project is being implemented with over 100 houses already electrified, with some awaiting outage. 


The two tables below highlight the means of energy used by the Mpofana Local Municipality Households: 


Energy / Fuel for Heating 


Feel ENERGY /FUEL | CENsus 2001 | CENSUS 2007 | CENsus 2011 


ELECTRICITY 32,6 48,7 53.4 


3.1.5. WASTE MANAGEMENT 


The Municipality provides some assistance in the recycling center which is monitored closely by the Municipality in 
consultation with the Wildlands Conservation Trust. 


The project was founded by Sbusiso Dladla in 1997 because there were no employment opportunities in the area, a lot of 
people including himself were unemployed. So rather than waiting on the government, he decided to start this project 
with the aim of employing a few people that were unemployed thereby play his role in alleviating poverty in the community 
and putting food on their table. Also it was to create employment for people that were unemployed. 


Since the Project started it has created 15 jobs (2 males, 11 females and 2 Security Guards). 


The community seems to ignore the call that has always been made to recycle. To the community’s advantage however, 
a recycling group which was founded by a Youth member of the community is in effect. The project's location is the landfill 
site, where over 10 women are employed, including 2 males. The project has suffered due to theft of their recycled goods. 
Once the products are recycled they sell their products to different companies some are as far as Johannesburg. One of 
the projects challenges is the fact they don’t have TLB, The buyers also seem to demand lower prices. 


CHALLENGES OF THE PROJECT 


4 No Eleciricity since the project started this hinders the appointment of more people due to non functional of the 
other equipment that are utilized in this project 


4% There is no TLB which is quite instrumental in transporting waste that needs to be recycled. 


& = [llegal dumping within the recycling site 


ACHIEVEMENTS OF THE PROJECT 


4 Bailing machine have been secured; 
& Hired acar fo transport waste; 


Refuse disposal is critical in creating an enabling environment for every resident of the municipality, more especially the 
younger generation as they are more exposed to hazardous conditions. The Municipality has improved the collection of 
refuse within its jurisdiction comparing the Census 2001 and the 2007 Community Survey by approximately 15%. Over and 
above the improvement in the collection of refuse, as part of the implementation of the Property Rates Act, the 
municipality is implementing a 100% rebate on all residential properties relating to refuse removal. 


Le + ofa” 
. | hoe 4 4 A 
< 


Mooi-River SPCA showcasing their Recycle Bins 


3.1.6. HOUSING 


The KwaZulu-Natal Department of Human Settlements and Public Works (KZNDOHSPW) has delivered 25 940 housing units 
in the 2011-2014 financial year. We are proud to report that Mpofana Local Municipality housing projects has also had an 
impact in the KNDOHSPW delivery, It’s a fact that can never be denied that whilst many houses have been delivered in 
Mpofana, of late the implementation of the housing projects has moved quite slowly. Problems with Bulk infrastructure has 
affected negatively the ability of Mpofana Municipality to deliver houses, this is worsened by a change of approach by 
the Department of Human Settlement, that no houses would be constructed without some physical work of bulk 
infrastructure being on the ground. In other instances the land issue proves a challenge in the implementation of housing 
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projects. |The Municipality is committed to show case with more Housing delivery once the aforementioned challenges 
are addressed. uMgungundlovu District Municipality has since been made aware of the challenges the Municipality is 
facing in terms of their slow movement in putting Bulk infrastructure in place before any commencement of the 
construction of houses. Phumiaas Housing Project has progressed fairly well, the PSC works closely with Municipal officials 
and Human Settlement Department to ensure that challenges relating to implementation are addressed speedily. 


Hereunder is a list of Housing Projects that were at a standstill due to the aforementioned challenges Page 
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Nkululeko Farm Housing Project- Ward 2 
kwaNtuil Farm- Ward 2 


Tendele Housing Project -Ward 2 


 &w® NS 


Craigeburn Housing Project- Ward 4 
Hostel Housing- Ward 3 


Ebuhleni Housing Project- Ward 4 


N D2 & 


Ekujabuleni Housing Project- Ward 3 


AFFORDABLE HOUSING OVERVIEW 


Continuous management, coordination and facilitation of all Municipality's Housing development projects within Mpofana 
Municipality. 


Oversight of construction of houses for the approved beneficiaries 


Ensure the provision of services to individual homes especially in areas that have benefited through Affordable Housing 
Projects, funded by the Department of Human Settlements and homes transferred to certain people through the 
Government Discount Benefit Scheme. 


Description of the activity 


The municipality has a mandate to lead and direct the housing function so that the strategic objectives of the municipality 
in relation to housing are achieved. 


4 The establishment of an inclusive, representative and accountable development structures within communities. 


4& = Identification of other primary actors with whom the community should relate for the purposes of successful 
development. 


Certification of potential housing beneficiaries. 
Facilitation of the sales administration process. 

Signing of building agreements by beneficiaries. 
Appointment of Project Manager(s) by the Developer. 


Appointment of Contractor(s) to undertake the actual construction of houses. 


teehee bt t 


Capacitating and empowerment of locally based contractors to participate in the construction of houses as 
sub-contractors. 


# 


Ensure that the employment of unskilled local people to assist skilled laborers during the construction phase. 


3.1.7. FREE BASIC SERVICES AND INDIGENT SUPPORT 


Another challenge is the roll out of Free Basic Electricity within the Municipality. A strategy to roll out this service has been 
developed and will be considered during the 2015/2016 once the indigent register is finalised. Further to this, maintenance, 
upgrade and rehabilitation of electricity infrastructure, is identified as an important issue. There are reported distribution 
losses; this therefore calls for the upgrade of the electricity infrastructure. 


In terms of national government mandate, Mpofana is meant to provide 50Kw of free basic electricity to indigent 
households that are licensed under the Municipality. Currently, we are in the process of compiling an indigent register HE 
which will assist in rolling out the free basic services. 


3.1.8. ROAD TRANSPORT 


Fal et a i ed | Wl 7a. 3 


| NAME OF ROAD | IMPLEMENTATION STATUS | 
FASS Da ae eA ce OD ce es | 
(oe Sau ae eee ae “Poe patched onsomeroach, 
LTemaceandNorfokTerace) Somerton 
Emdubuzweni Road Revamping DONE 
"Inkornba Road ics) ul sn ensnnananennnnry “DON Bo | 
Hace “DONE SS | 
See EERE bc a LNOTDONE 
Nyamvubu | NOT DONE | 
ar sceruron | ne Mt a: 
RockyDift == | 4 | Mpofana |NOTDONEs—<Cts~=CsSCS 
iVovonyo -NOTDONE 
Midews ‘NOTDONE SS | 
iMGanee SV een = Tr] 
SE MCCRULGH pane ee een re ecrencitt NOnOGNE Gs | ee ee 


' ' ' ' q 
BESSSiSSecscedsoscecsnccsesesr asec suse seae cea ece sere seeeeeseee see asec e cease sere se ae ee acer seen secon seen seeneeaseraeeoaen Wedstessoscees. See rerr eer ete era Sa 4 


: IMPLEMENTING 
| NAME OF ROAD Ward = AGenr . _ IMPLEMENTATION STATUS 
ee eae a eer te eR Rane enn En ee eee eee ES eset eo ore ee es eee en ae aeoneneeee | 


Vovonya | Mpofana | NOT DONE 


Rocky Drift -Mpofana NOT DONE 


FESS CSS SSS SS SSS SOS SSS OES OES ES Se SSS ESS SES OSES Se SSS CREE ODN ROR CECE ICES oe Se SSeS aeeaeSeCeSlse Ce Ceeeces Cease CesenesCcese Tess SedsaeseaeceeeTacweweeeceaed 


Bruntville Main Road ' Mpofana | DONE 


i 3 

- eS poonnnnnnnnnnnd= wenn nnn nnnnnnnnnnnnn 

Bruntville Access Roads 3 : Mpofana = NOT DONE 

Phumlas In-roads Route 1 Mpofana _ NOT DONE 
I DONEIN 2013/14, Butneededto 
' Rossetta 2 Mpofana be upgraded in the 2014/15 | 
Reena ert tll nena ae ia nna ai A a eae estes siete late (ellh cre eee atlas One | 
Scotsfontein Mpofana NOT DONE 


J laren Lennar [a an pa pan pnp aan pana eeepc 


' Rondebosch | Mpofana = NOT DONE 


Mngwenya H | Mpofana | NOT DONE H 
The Municipality is responsible for major access roads that are not maintained by Department of Transport. Due to very 
bad weather conditions we experienced some dilapidation of some roads. Through many years of use without 
maintenance or hardening, many have developed in deep dongs where storm-water continuously deepens them. 
However the municipality, where it can has repaired some under very tight budgetary constraints. Mpofana has seen a 
rise in mobile vehicles in the CBD area, Semi-Urban areas and in rural areas, this sorawl of mobile vehicles should surely be 
complimented by budget set aside for maintenance. 


3.1.9. TRANSPORT 


The Majority of public transport facilities in the Mpofana Local Municipality area is informal and requires serious upgrading. 
Although there is an issues of space to provide a state of the art Taxi Rank in Bruntville and surrounding areas the 
municipality is putting a plan together to identify sports where bus/taxi shelter can be erected. Rosetta is set to benefit 
from a Bus Shelter. 


eet 


There is not storm water master plan resulting in adhoc projects being identified where complaints are received. Problems 
are experienced in both the CBD and in the township area where concrete pipes are collapsing owing to fatigue from 
heavy rains and traffic loads. This has resulted in most of the CBD infrastructure becoming aged at a very rapid pace. 
One project (Storm Water Project) has been 50% Complete in Bruntville, whilst Phumiaas Taxi route has storm water 
drainage. 


3.2. PLANNING AND DEVELOPMENT 


The Municipality has completed the special Development Framework with funding from Department of Land Affairs and 
Rural Development. The SDF shows development that will take place in line with the IDP. All Planning and Development 
Applications submitted to the municipality are assessed taking into account future developments shown in the SDF and 
IDP. These strategic document ensures that development takes place within a well co-ordinated and structured 
environment. Page 


lor 


3.2.1. LOCAL ECONOMIC DEVELOPMENT 


SMALL TOWN REHABILITATION 


In 2013/14,, COGTA provided funding to Mpofana LM through Small Town Rehabilitation Programme. The funding was 
aimed at compiling the business plan to identify projects to improve the physical condition of the town thereby attracting 
more investors. The business plan was completed and approved by the Council and COGTA. The following projects were 
identified in the business plan and required funding to be implemented: 


& Street Furnisher 
Ablution Facilities 
Walkways 

Street lights 

Waste disposal bins 


Signage 


& be bb Ft 


Market Stall 
*% Speed Calming measures 


COGTA committed itself to provide funding for the above mentioned projects to move into implementation phase, the 
project has since been undertaken. 


SUPPORT TO COOPERATIVES 


The LED Unit Secured funding from N3TC for the following Cooperatives projects: 


* = Isolomuzi Car Wash 

& Siyaphambili Disabled Association. 

“%& Senzakahle Primary Cooperative 

& Woman ariven Co-ops have been supported and a summit staged for them so as to give the support needed. 


The funding has strengthened the sustainability of these cooperatives who have been breaking even. Mpofana also 
mobilised SEDA to conduct capacity building training for these Cooperatives. 


Mobilization of Investors has also taken place 


Mobilised investors for Wozawoza Tourism Centre . The municipality has signed an agreement with one investor who will 
occupy one of the vacant space in Woza-Woza Centre to attract Tourists, This has been upgraded. 


Held 12 meetings with potential funders including Timdrew properties who are planning to establish KFC. This development 
will create more job opportunities for Mpofana Community, The KFC is now operational and has created about 40 job 
opportunities. 


In its quest to mobile investment, Mpofana has participated in the following forums 


DTI: Investment Incentives. 

UMgungundlovu Business Expo. 

PSC for uMgungundlovu Growth and Development Plan. 

Establishment of Development Agencies in Durban -COGTA on 15 August 2014 
5 Business Retention and Expansion Forum 


Mpofana municipality has established a Business Retention and Expansion Forum to provide a platform for the existing 
businesses to express challenges they face in conducting business in Mpofana. The forum also serve as a mechanism to 
give feedback to the business sector on strategies implemented by the Municipality to address business challenges. The 
forum’s main objective is to ensure that the existing business maintain a good working relationship with the municipality 
and stay in Mpofana. The other objective of the forum is to make Mpofana attractive to new investors and create more 
job opportunities. 


RED STRATEGY 


The Municipality has used its internal resources to review the LED strategy. The strategy focuses more on industrial 
development and stimulation of agriculture as one of the economic drivers of Mpofana. The municipality has the vision of 
creating an enabling environment for improving agriculture. This is going to be achieved by forming partnerships with 
Department of Agriculture and Private Sector. The municipality has an existing Industrial hub which it is considering moving 
to another more plausible location. 


INFORMAL TRADING POLICY 


The municipality has approved the Informal Trading policy to regulate the informal traders and also develop strategies to 
support this sector. A workshop was further conducted with all Informal Traders in the Mpofana area, wherein they were 
taken through the Informal Trading Policy and the regulations. 


The below diagram reveals that agriculture in the dominant sector according to the employment composition. This is of 
no surprise since Mpofana Local Municipality's soil condition favors agriculture. See Diagram, below which shows that 69% 
of the municipality is zoned agriculture. 


@ Agriculture 


Industrial/Comm 
ercial 


0 Residential 


There are quite a number of individuals who are self-employed through the formal and informal arts and craft sector of the 
economy. This might be related to the location of the municipality within the Midlands Meander and along the N3. This is 
a positive trend for the municipality to promote the tourism sector. 


The unemployment rate has a direct negative impact on the affordability of municipal services and therefore affects 
Municipality's cash flow situation negatively. The high unemployment rate also suggests that economic growth and job 
creation must be considered as one of the key strategic issues for the Municipality. The upgrade of CBD roads forms part 
of the current IDP operational projects and will boost investor confidence in the Town of Mooi River. 


Table below indicates that sectors that are unspecified are the most dominant sectors of employment in the Mpofana 
Local Municipality. These could relate to street vendors; tuck-shop owners; taverns, etc. 


Sector of Work for the 15 - 65 Years 


INDUSTRY No. OF 


BERSONS PERCENTAGE PER SECTOR 

“Agriculture/Hunting/Forestry/Fishing Oe — 65 OT 
Mining/Quarrying 16 0,16% 

| Manufacturing 990 ee 

' Electricity/Gas/Water Supply | | — 7 15 0,15% 
Construction | | 486 5,08% 

' Mraesclomerct tee oS 1088 11,37% 

| Transport/Storage/Communication 235 2,45% 
Financial/Insurance/Real cio Key Stusiness 520 pp 

| Community/Social/Personal Services 1092 11,41% 
Other and not adequately defined 1176 12,29% 

' Unspecified 3261 34,09% 
TOTAL 9564 100% 


The Municipality has seen more entrepreneurs engaging in small businesses with assistant from the LED section and this will 
be vital for economic development. The review and implementation of the LED Strategy is seen as one of the most 
important tools in addressing economic development hence, it has been included in the current IDP Review as a strategic 
initiative by the municipality. 


There seem to be a need that focus is given to other sectors through private-public initiatives. Some of the private sectors 
have shown interest to partner with the Municipality to develop middle to high income housing. As a Municipality we feel 
this is the good strategy that might strengthen the construction industry within the municipality. 


TOURISM 


“Local tourism” is defined as a function of municipalities within the Constitution. Municipalities have a responsibility to 
exercise the developmental mandate across all functions delivered at local level including the development and 
marketing of the tourism sector. 


The tourism sector is starting to play a pivotal role in the provision of employment and economic growth. There have been 
a number of agric-tourism related applications submitted to the municipality and have been encouraging for the future 
economic growth of the municipality within the agricultural sector. The Spatial Development Framework has in this regard 
taken consideration of the tourism potential within the municipality and identified nodes that will promote the sector. 


While accommodation is important as a tourist activity in itself, the use of such accommodation facilities is often reliant on 
there being tourism activities in the area for tourists to undertake when not resting. The following is a list of tourism activities 
that have been established within Mpofana land: 


*% Recreational Tourism 
Aaventure Tourism 

Nature Based Tourism 
Cultural and Historical Tourism 


Arts and Craft Tourism 


a a ee) 


Events tourism 
%& Agri-tourism 


There seem to be a need also that the Municipality preserves its agriculturally viable land. This will be achieved with 
assistance from the Department of Agriculture. 


SMALL MEDIUM AND MICRO ENTERPRISES (SMMEs) IN MPOFANA 


The growth rate and survival of SMMEs in the Municipality has generally been very low. Acknowledged as these are 
indicators of economic growth. However, the UKZN research indicates that most SMMEs in Mpofana do not view the 
support measure for enterprises offered by the District as being particularly effective. The following were viewed as 
measures that would be useful to support SMMEs: 


“& Provide incentives for investment; 
Improve business support; 
Provide information on development; 


Increase local purchasing; 


eee & 


Promote PPP; 
%& Assist business in marketing 


Improving the small business sector and enhancing the second economy for economic growth are critical to addressing 
the high unemployment levels within the municipality. 


There are currently approximately 263 registered SMMEs serving the Mpofana Local Municipality. The Mpofana Local 
Municipality's IDP Review has taken cognizance of the importance of SMMEs in the economic growth of the municipality. 
SMMEs should however not only focus in urban areas but also in rural areas of the municipality. In this regard, the 
municipality in the next five years will engage with rural co-operatives and SMMEs in order to enhance this sphere of the 


economy. 


3.3. SPORT AND RECREATION 


The below indicates the availability of recreational facilities, although some Wards are still without. Most of the available 
facilities require significant upgrading and revamping in order to fully benefit in sports, arts and cultural aspect of the 
municipality. The aim of Sports and Recreation is to improve the quality of all South Africans by promoting participation in 
sports and recreation in the country, and through participation of South African sportspersons and teams in international 
sporting events. 


The above statement encapsulates the overall South African picture in terms of sports and recreation but it is at municipal 
level where everything has to be planned accordingly to fully utilize the talent at international level. To this end, the 
Mpofana Local Municipality has a number of interventions that assist in fully capitalising on this aspect of the community. 
The municipality has had a great impact in the province in the performing arts and would require the municipality to invest 
in this aspect 


Recreational Facilities 


LOCATION | FACILITIES | IDP LISTED PROJECTS 
fra eat MCCRRTSTSOSIRIRECRESNIn Gta cco een ee eee ene ere 
; Ward 1 | Mooi-River Town Hall | Town view Multi-purpose centre 
ee eee een aCe nicole Sonic U LNCS G US Joel semen sae) ae eenee kee eee tee eee 
i : ; : Rondebosch Stadium : 
d : Basketball Court ; Upgrade of Bruntville Sportsfield 
: Ward 3 : Bruntville Sport field | Bruntville Recreational Park (Combo courts) 


: Bhumaneni Stadium 
ayer _ Middelrus Community Hall _ Waterfalll Stadium 
H , Middelrus Sport field » Mdubuzweni Stadium 


3.4 SERVICE DELIVERY HIGHLIGHTS 


OBJECTIVE 


To increase 
access to 
Municipal 
Basic Services 


KEY PERFORMANCE INDICATORS 


Number of new Consumer Units with 
Access to Electricity 


Turnaround time on electricity call outs (In 
Hours) 


Number of new Consumer Units with 
access to Refuse Removal 


Km's of Municipal roads maintained 


Construction of Ebuhleni/Vrystaat gravel 
road 


Upgraded 80% Bruntville Main-Road Storm 
Water Pipes (phase 1) 


No. of streets whose potholes are patched 


Advertising for the Upgrade of Rosetta 
Multi-Purpose Halll 


Number of Progress report received on 
water and sanitation 


Phase 2 Completion of Upper-Town 
Rehabilitation 


Number of Think-Tanks Meetings Held 
(Housing Developments) 


BASELINE 


71 


NONE 


BACKLOG 


3844 


NIL 


3.5 LOCAL ECONOMIC DEVELOPMENT HIGHLIGHTS 


OBJECTIVE 


To strengthen 
| the Economic 
Environment 


KEY PERFORMANCE INDICATORS 


Tourism strategy reviewed and adopted 


Upgraded and functionality of Wozawoza 
center to have 5 leases. 


Number of progress report on Zulu falls 
tourisim project 


No. of functional structures established 
(BR&E, LED forum Mpofana tourism 
Association, Mpofana farmers association 
and co-ops) 


Number of SMME's and Co-operatives 
supported and capacitated 


Baselin 
e 


20 


Backlog 


NIL 


NIL 


ANNUAL 
TARGET 


120 


3.5 KM 


1.8 KM 


DONE 


5 LEASE 
AGREE 
MENTS 


4 
REPORT 
S 


20 


ANNUAL 
ACTUAL 


150 


71 


DONE 


Annual 
Actual 


5 LEASE 
AGREEME 
NTS 


4 


30 


ANNUAL BUDGET 


R5, 000 000 


OPERATIONAL 


OPERATIONAL 


R2, 686, 430 


R 4 023 663,63 


1 STREET 


R2, 500 000 


RO 


R4, 500 000 


N/A 


Annual 
Budget 


NIL 


RO 


RO 


R 50000 


RESPONSIBLE 
DEPT 


Techinca 
Services 


Technica 
Services 


Technica 
Services 


Technica 
Services 


Technica 
Services 


Technica 
Services 


Technica 
Services 


Financial 
Services 


Technical 
Services 


Technical 
Services 


Technical 
Services 


RESPONSIBLE 
DEPT 


ECD) 


ECD) 


ECD) 


(CID) 


ECD) 


CHAPTER 4: ORGANISATIONAL DEVELOPMENT AND PERFORMANCE 


4.1]. OCCUPATIONAL LEVELS 


The Following Occupational Levels were recorded as at 30 June 2015. 


a 


| Professionally Qualified and i 
| Experienced specialists and 12 11 | 23 
-SkilledTechnicaland RR 
| Academically qualified workers, | i 

' junior esos supervisors, : 17 ie | 33 


Semi-Skilled and Discretionally decision making 


' Unskilled and defined decision making 


Temporary Employees 


ee eS eS SS a SS Se Sate eS Se eae ae ee eS eS SSeS ee SSeS eee ees Se ey 


Grand Total 


4.2. EMPLOYEE REMUNERATION INCLUDING COUNCILLORS 


The Total Cost to the pemBleyerae for the a was R 29 610 606 6 amount is inclusive of coypelel) 


i OccuPATIONAL Level - Post: LEVEL No. OF EMPLOYEES 


Top Management ‘0- 1 ar 


So Tee areca decrees ec | aes ear aacarraeaeeee 


Senior Management _ 04 


[ts 
mo 


Professional 

qualified and 

experienced 

specialists and mid- management 
Skilled technical and 

academically qualified workers, H | 33 
junior management, supervisors, foremen and superintendents 


a ———___ 


Seulk Slice) ‘elite Kel Srewonely eccrion ured cine) 


Unskiled and defined decision making | : 35 


H Total Permanent 114 


Temporary Employees | 09 | 
SS a i ea a ce a as 4 


H 
i 
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i 
i 
= 
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| 
| 
= 


4.3. DEPARTMENTAL CHANGES 


4.3.1. NUMBER OF POSITIONS PER DEPARTMENT AS PER APPROVED ORGANOGRAM 


| Office of the Mayor i 02 
! Municipal Manager's Office i 10 
| Financial Services WW 

seneenenennnnenennnnnennnnnnen a 


56 


Infrastructure Development and Maintenance 


__ ee 


' Youth, Economic Development and Social Services | 33 
' Corporate and Facilities Management Services oS 


oe a Se a en a ee | 


4.3.2. VACANT POSITIONS PER DEPARTMENT 


ee ee oo nen nnn nnenn nnn nnn nny 
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Municipal Manager's Office 


PEA ade Ge Gee ae 
| 
| Financial Services 
b 


_ Corporate and Facilities Management Services 


1 
1 
See ee eee ae eee ae ee ee eee eee ee ae ee ee ee ee ee ee ee ee a ae rer Te a Pt rE 


4.3.3. APPOINTMENTS PER DEPARTMENT 


Office of the Mayor | 0 


: Infrastructure Development and Maintenance 


Youth, Economic Development and Social Services 


Corporate and Facilities Management Services — 


4.3.4. RESIGNATIONS PER DEPARTMENT 


| Office of the Mayor 


fa 


' Municipal Manager's Office ial 


| Financial Services (1 
| Infrastructure Development and Maintenance 


t 
Fp a RS RR SR RR 
t 7 


ail 
+ 
i 
| 
| 
| 

+ 
H 
' 
H 
H 
i 


Youth, Economic Development and Social Services 
Corporate and Facilities Management Services 


2 | 
0 
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4.3.5. DEATHS PER DEPARTMENT 


Municipal Managers Officer 


Financial Services 


Infrastructure Development and Maintenance 


~ Youth, Economic Development and SocialServices 


Corporate and Facilities Management Services 


I TT 


4.3.6. DISMISSALS PER DEPARTMENT 2014/2014 


pe en A 


| Municipal Manages ica 


- Financial ‘Services. 


[ InHeRre URS be cepmen and Maintenance 
no nb nn nen nnn nen meen eee mm manen a nanan man anne anatae eta manana ana a manane na a 


is | Youth, ‘Economic. Development andSocialServices ~~ 


eS 


“Corporate and Facilites Management Services 


4.6 SKILLS DEVELOPMENT AND TRAINING 


The Foleing pein Were Covered In The 2014/20 and is — Ss EP Rayment 


—_— @ Narre 
| R34 200 


| DEPARTMENT TRAINING: 


All Departments 


| Finance H - RSP 940 
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The total amount used for training during the period under review is R366 150, however, it is important to make mention of 
the fact that KZN Treasury assisted with compliance training to finance personnel and the amount to that effect is not 
included. 


4.7. RETIREMENT IN MPOFANA 
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4.8. PERFORMANCE MANAGEMENT AND REWARDS 


The Municipality is in the process of re-engineering the organizational performance management system. The 
Organisational performance management is used to assess the overall performance of the organisation using the 
Organisational scorecard, which is also a tool used to assess performance of the Municipal Manager as well as that of 
individual Senior Managers. 


The municipality is striving to introduce the individual performance management system and cascade it down to alll levels, 
however, financial implications are thus far a huge impediment, which also was acknowledged by SALGA. Individual Lae 
performance management would ensure high level of performance and accountability by each employee, if 
implemented, which would ultimately assist the Municipality to achieve its desired level of performance and service 
delivery. 


4.9. ORGANISATIONAL DEVELOPMENT HIGHLIGHTS 


ECTIVE KEY PERFORMANCE INDICATOR ANNUAL — ANNUAL RESPONSIBIE 
OBJEC (CLINE INEMEL WES BASELINE BACKLOG Foe acrya,  ANNUALBUDGET Depr 
Adopt Municipal PMS Policy & Office of the 
To Improve Framework 1 NIL 1 1 RO MM 
functionality of 
Municipal Number of departmental Office of the 
Performance performance reports submitted 2 NIL 4 4 RO MM 
Management 
System Timeous completion of 2014/15 Office of the 
APR 1 NIL 1 1 RO MM 
No. of $54 /56 posts filled 5 Mis P ; fr rani 


No. of performance agreements 


signed and aligned for filed fe NE 5 5 ei Sieegi ine 


S54/56 posts eM 
: Corporate 
Organogram Reviewed 1 NIL 1 1 RO ae 
Revise and adopt equity Corporate 
Reengineer employment plan 1 NIL 1 1 RO Services 
Organisation to 
Number of people from 
enncnce employment equity target groups 
Strategic needs nie Meets Se ee 
employed in the three highest Gonorate 
levels of management in 9 4 13 9 RO ee 
compliance with Municipality 
approved employment equity 
_ plan 
Corporate 
Approval of WSP 1 NIL 1 1 Sewvings 
% of Budget Spent on WSP OSES 
© ON BUCK IeN Seicin en 0% 100% 100% 100% 320400 Services 
No. of policies reviewed 5 NIL 10 10 See 
To Improve 
Se 2 No. of new policies developed Colgan 
systems and : 2 Pp NIL NIL 2 2 Services 
processes 
No. of council meetings held 10 | NIL 10 12 RO eas 


Economic 
and 
Community 
Development 


OBJECTIVE 


CHAPTER 5: FINANCIAL PERFORMANCE 


5.1. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 


Budget on Accrual Basis 


Approved 
budget 


Statement of Financial Performance 


Revenue 


Revenue from exchange 
transactions 


Service charges 

Rental of facilities and equipment 
Licences and permits 

Fair valus adjustment 

Other income 

Interest received- investment 
Gains on disposal of assets 


Total revenue from exchange 
transactions 


Revenue from non-exchange 
transactions 


Taxation revenue 

Property rates 

Property rates - penalties 
imposed 

Donations received 
Transfer revenue 
Government grants & subsidies 
Fines, Penalties and Forfeits 
Total revenue from non- 
exchange transactions 
Total revenue 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Finance costs 

Bad debts written off 

Repairs and maintenance 
Bulk purchases 

Contracted Services 

Bank charges 

Loss on disposal of assets 
General Expenses 


Total expenditure 
Surplus before taxation 


Actual Amount on Comparable 
Basis as Presented in the 
Budget and Actual 
Comparative Statement 


Reconciliation 


54 055 000 
4410 000 
2 386 000 


139 000 
2741000 
1 500 000 


65 231 000 


12 679 000 
2 639 000 


46 692 000 
320 000 


62 330 000 


127 561 000 


(28 845 000) 
(2 007 000) 
(12 600 000) 
(267 000) 

(8 000 000) 
(2 101 000) 
(49 675 000) 
(6 354 000) 
(140 000) 


(13 885 000) 
(123 874 000) 
3 687 000 

3 687 000 


Adjustments 


4 201 000 
(4 201 000) 
678 000 
569 000 


(1.500 000) 
(253 000) 


(2 179 000) 


4852 000 
(320 000) 


2 353 000 


2 100 000 


1 421 000 
550 000 


7100 000 


2 000 000 


(200 000) 


10 871 000 
12 971 000 
12 971 000 


Final Budget Actual amounts 


on comparable 
basis 

58 256 000 45351114 

209 000 533 684 

3 064 000 2 521 412 

213 545 

708 000 1 541 807 

2 741 000 2503 679 

64 978 000 52 665 241 
10 500 000 9979 452 
2 639 000 2 294 937 

835 418 

51 544 000 44 264 627 

6 449 569 

64 683 000 63 824 003 

129 661000 116 489 244 
(27 424 000) (27 332 742) 
(1457 000) = (1. 553 329) 
(5 500 000) (5 518 529) 
(267 000) (384 926) 

(6 000 000) (4 432 303) 
(2101000) (2 406 555) 
(49 675 000) (41 491 713) 
(6 354 000) (2 399 180) 
(140 000) (149 434) 

(200 000) 

(13 885 000) (16 607 372) 
(113 003 000) (102 276 083) 

16 658 000 14 213161 

16 658 000 14 213 161 


Difference 
between final 
budget and 
actual 


(12 904 886) 
324 684 
(542 588) 
213 545 
833 807 
(237 321) 


(12 312 759) 


(520 548) 
(344 063) 


835 418 


(7 279 373) 
6 449 569 


(858 997) 


(13 171 756) 


91 258 
(96 329) 
(18 529) 
(117926) 
1567 697 
(305 555) 
8 183 287 
3 954 820 
(9 434) 
200 000 
(2 722 372) 


10 726 917 
(2 444 839) 
(2 444 839) 


From the statement above it is evident that in terms of revenue the Municipality has not been doing well. This therefore 
means that more effort should be put towards the collection of monies owed to the municipality. 


Ultimately, the implementation of the capital budget is based on the availability of funds, the need to develop services, 
especially to the poor and for economic development, it is vital for the future, but this will not be possible should the 


collection rate not improve. It would then be prudent t stress that the implementation of the capital projects is reliant on 
the cash flow position for the municipality. 


The Municipality is in the process of establishing a Project Management Unit, and as such will be in a position to execute 
the Capital Projects speedily. It is also regrettable that during the 2014/15 financial year free basic services could not be 
catered for, with the improvement of finances this will be implemented since it’s a requirement. 


The main goal of Mpofana Local Municipality is to create an economic environment in which investment can grow and 
jobs be created. Increase in employment opportunities will result in empowered citizens who take full responsibility to pay 
for basic services and improved Municipal revenue. It is Mpofana’s strategic goal to, attract big corporations to establish 
their industries in Mpofana. It is desirable state of affairs t have sectors that we have competitive advantage, like the 
agro-processing, tourism retail and the golf estate, to expand this Municipality's generated revenue. 
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Auditer-General of South Africa 
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Report on the financial statements 


Introduction 


1. | have audited the financial statements of the Mpofana Municipality set out on pages ... 
fo ..., which comprise the statement of financial position as at 30 June 2015, the 
statement of financial performance, statement of changes in net assets, cash flow 
statement and the statement of comparison of budget information with actual informatian 
for the year then ended as well as the notes, comprising a summary of significant 
accounting policias and other explanatory information. 


Accounting officer's responsibility for the financial statements 


2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 
§6 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2014 (Act No. 10 
of 2014) {DcRA), and for such internal control as the accounting officer determines is 
necassary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 


3. My responsibility is to express an opinion on the financial statements based on my 
audit. | conducted my audit in accordance with International Standards on Auditing. 
Those standards require that | comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 


4. An audit involves performing procedures to obtain audit avidance about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
ths financial statements, whether dus to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipalily’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality's internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall prasentation of the financial statements. 


5. | believe that the audit svidance | have obtained is sufficiant and appropriate to provide 
a basis for my qualified audit opinion. 


Basis for qualified opinion 


Property, plant and equipment Page 
6, 


54 
The municipality did not account far all items of property, plant and equipment in 
accordance with GRAP 17 Property, plant and equipment. Itams of property, plant and 
equipment owned by the municipality have not been included in the financial statements. 
Consequently, property, plant and equipment Is understated by an amount of 
R1,75 million (2014: R3,90 million). In addition, there is a consequential impact on the 
accumulated surplus. 


Investment property 


7. 


| was unable to obtain sufficient appropriate audit evidence for investment property, as 
the municipality did not maintain documentation to support the amounts disclosed as 
Investment property. | was unable to confirm the investment property values by 
alternative means. Consequently, | was unable to determine whether any adjustment 
relating to investment property stated at R5,36 million (2014: R13,92 million) in the 
financial statements was necessary. 


Payables from exchange transactions 


8. 


The municipality did not recognise all payables meeting the definition of a liability, in 
accordance with GRAP 1 Presentation of financial statements. As the municipality did 
not maintain adequate records of outstanding payments for goods and services received 
but not yet paid at year-end, | was not able to determine the full extent of the 
understatement of trade payables, accruals and expenditure as it was impracticable to 
do so. Consequently, | was unable to determine whether any adjustment relating to 
Payables from axchange transactions stated at R4,38 million (2014: R8, 64 million) in the 
financial statements was necessary. 


Cash flow statement 


9. 


Cash flows fram operating activities included differences described as undefined 
differences of R3,22 million. | was unable to obtain sufficient appropriate audit evidence 
for this undefined differance. | was unable to confirm these differences to the cash flow 
by alternative means. 


10. The municipality did not accurately prepare the cash flow statements. Cash flows from 


operating activities were materially misstated. Consequently, cash flows from operating 
activites per note 37 to the financial statements was understated by an amount of 
R6,05 million. 


Commitments 


11. The municipality did not disclose all amounts to which It is legally committed to pay in in 
terms of contracts currently concluded. Consequently, commitments are understated by 
an amount of R2,55 million. In the prior year, the municipality incorrectly included 


amounts for which it was not committed and consequenily the prior year disclosure is 
overstated by an amount of R3,1 million. 


Revenve 


12. | was unable to obtain sufficient appropriate audit evidence for revenue from traffic fines 
and the related receivables from non-exchange transactions for the current and prior 
year due to the status of the accounting records. The municipality did not have adequate 
systems of intemal control in place for the recording of all revenue from traffic fines and 
the related receivable from non-exchange transactions. | could not confirm revenue and 
receivables by altemative means. Consequently, | was unable to determine whether any 
adjusiment to revenue stated at R6,45 million (2014: R614 925) in the financial 
statements was necessary. 


Qualified opinion 


13. In my opinion, except for the effects of the matters describad in the basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material raspects, the 
financial position of the Mpofana municipality as at 30 June 2015 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matters 


| draw attention to the matters below. My opinion is not modified in respect of these maiters. 


Material losses and impairments 


14. As disclosed In note 6 to the financial statements, consumer debtors were impaired to 
the amount of R40,33 million (2014: R36,08 million) as a result of poor collection of 
outstanding consumer debt. 


15, As disclosed in note 48 to the financial statements, material losses of electricity to the 
amount of R 15,26 million (2014: R10,36 million) were incurred as 4 result of electricity 
line losses within the electricity network infrastructure. 


Going concern 


16. As disclosed in note 41 to the financial statements, the municipality did not have 
sufficient cash resources to realise the unspent conditional grant liability. The unspent 
conditional grant liability amounted to R19,23 million as per note 16 and the available 
investment balance amounted to R9,48 million as per note 7. 


Report on other legal and regulatory requirements 


17. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004} (PAA) 
and the general notice issued in terms thereof, | have a responsibility to report findings 
on the reported performance information against predetermined objectives for selected 
objectives presented in the annual performance report, compliance with legislation and 
Intemal control. The objective of my tests was to identify reportable findings as described 
under each subheading but not to gather evidence to express assurance on these 


3 


matters. Accordingly, | de not express an opinion or conclusion on these matters. 


Predetermined objectives 


18. 


19. 


20. 


2 


—_ 


22. 


| performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for Objective 2: Basic Service Delivery presented in 
the annual performance report of the municipality for the yaar ended 30 June 2015. 


| evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 


| evaluated the usefulness of the reported performance information to determine whether 
it was presented in accerdance with the National Treasury’s annual reporting principles 
and whether the reported performance was consistent with the planned objectives. | 
further performed tests to determine whether indicators and targets were well defined, 
verifiable, specific, measurable, tima bound and relevant, as required by the National 
Treasury's Framework for managing programme performance information (FMPPI}. 


. | assessed the reliability of the reported performance information to determine whether it 


was valld, accurate and complete. 


| did not identify any material findings on the usefulness and reliability of the reported 
performance infarmation for Objective 2: Basic Service Delivery. 


Additional matters 


23. 


Although | identified no material findings on the usefulness and reliability of the reported 
perfarmance information for lhe selected objectives, | draw attention to the following 
miaiters: 


Achievement of planned targets 


24, 


Refer to the annual performance report on pages x to x and x to x for information on the 
achievement of the planned targets for the yaar. 


Adjustment of material misstatements 


25. 


| identified material misstatements in the annual performance report submitted for 
auditing on the reported performance information for Objective 2: Basic Service Delivery. 
As management subsequently corrected the misstatements, | did not identify any 
material findings on the usefulness and reliability of the reparted performance 
Information. 


Compliance with legislation 


26, 


{ performed procadures to obtaln evidence that the municipatity had complied with 
applicable legislation regarding flnanclal matters, financial management and other 
related matters. My material findings an compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 
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Annual financial statements 


27. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. 
Material misstatements of non-current assets, current assets, ravenue, expenditure and 
disclosure items identified by the auditors in the submitted financial statements were 
subsequently corrected and the supporting records were provided subsequently, but the 
uncorrected material misstatements and supporting records that could not bs provided 
resulted in the financial statements receiving a qualified audit opinion. 


Audit committees 


28. The audit committee did nat advise the council on matiers relating to effective 
governance, performance management and parformance evaluation as required by 
section 166(2\a) of the MFMA. 


29. The audit committee did not advise the council on matters relating to compliance with 
legislation, as required by section 166(2)(a}vii} of the MFMA. 


30. The audit committee did nat réview the municipality’s performance management system 
and make recommendations to the council, as required by the municipal planning and 
performance management regulation 14(4)(a}ii). 


31. The audit committee did nat review all the quarterly infernal audit reports on performance 
measurement, as required by the municipal planning and performance management 
regulation 14{4\(a}¢i). 


32. The audit committee did not submit, at least twice during the financial year, an audit 


report on the review of the performance management system to the council, as required 
by municipal planning and performance management regulation 14{4)(a)(iii). 


Internal audit 
33. The internal audit unit did not advise the accounting officer and report to the audit 


committee on matters relating to compliance with the MFMA, DoRA and other applicable 
legislation, as required by section 165(2)(b}{vil) of the MFMA. 


Procurement and contract management 


34. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by SCM regulation 17{a} & (c). 


35. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by SCM regulation 19{a). 


36. Awards were made to providers who are in the service of other state institutions or 
whose directors/ principal shareholders are in the service of other state institutions, in 
contravention of MFMA 112(j) and SCM regulations 44. Similar awards were identified in 
the prior year and no effective steps were taken to prevent or combat the abuse of the 
SCM process in accordance with SCM regulation 38{1). 


37. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 116(2\b) of the MFMA. ~ 


38. The contract performance and monitoring measures and methods were insufficient to Page 
ensure effective contract management, as required by section 116(2\c) of tha MFMA. | 58 


39. Sufficient appropriate audit evidence could not be obtained that quotations were 
awarded to bidders based on points given for criteria that were stipulated in the original 
invitation for quotations, as required by SCM Regulations 21(b) and 28({4)(a) and 
Preferential Procurement Regulations. 


Expenditure management 


40. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2\e) of the MFMA. 


41. Reasonable steps were not taken to pravent unauthorised expenditure, irregular 
expenditure and fruitless and wasteful expenditure, as required by section 62{1)(d) of the 
MF MA. 

42. An adequate management, accounting and information system was not in place which 


recognised expenditure when it was incurred , accounted for creditors and accounted for 
payments made, as required by section G&{2\(b) of the MFMA. 


Conditional grants 


43. The municipality did not evaluate its performance in respect of programmes funded by 
the Municipal Infrastructure Grant allocation, as required by section 12(5} of tha DoRA. 


Revenue management 

44. A tariff policy was not adopted for the levying of fees for provision of municipal services, 
as required by section 74(1) of the Municipal Systems Act and section 62(1)(f)(i) of 
MFMA. 


45. An effective system of interna! control for debtors was not in place, as required by 
section 64{2\f} of the MFMA. 


Asset management and liability management 


46. An effective system of intemal control for assets was not in piace, as required by section 
63(2\c) of the MFMA. 


47. An effective system of internal control for liabilities (including a liability ragister) was not 
in place, as required by section 63(2)(c) of the MFMA. 


Consequence management 


48, Unauthorised, Irregular and fruitless and wasteful expenditure incurred by the 
municipality was not investigated to determine if any person Is liable for the expenditure, 
as required by section 32(2}(a)(ii} of the MFMA. 


Internal confrol 


49. | considered intemal control relevant te my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal cantrol deficiencies that resulted in the basis for qualified 
opinion, and the findings on compliance with legislation included in this report. 


Leadership 


50. The oversight function on the raview of the intarnal control pracasses in strategic 
planning and financial and performance reporting were not adequate to prevent the 
recurrence of prior year findings. The action plan of the municipality was not adequately 
and consistently monitored. Vacancies in key positions and inadequate policies and 
procedures have attributed to the Ineffective control activities that have led to repeat 
findings. 


Financial and performance management 


51. Reported informatian was not adequately supported by source documentation. Daily 
contrals were not adequate to support accurate financial recording and record keeping 
and to enable timely reconciliations to be performed. The process of ensuring that the 
supporting racords agree to the annual financial statements was not appropriately 
monitored and check for accuracy and completeness. 


Governance 
62. The risk assessment process was not adequately driven Dy the internal audit and the 
audit committee to ensure that prior year findings were adequately addressed. The 


legislative responsibilities of the intemal audit and the audit committee were not 
monitored to ensure that these objactives were met during the year under review. 


Other reports 


Investigations 


53. The municipality performed an investigation, which covered the period 1 July 2014 to 30 
June 2015. The investigation was initiated based on an allegation of possible 
misappropriation of the municipality's assets, abuse of municipal vehicles and gross 
misconduct. The Investigation was concluded on 12 November 20714 and resulted in 
disciplinary proceedings being instituted against the official. These proceedings were 
finalized on 19 February 2015 and resulted in the dismissal of the official. 


54. The municipality performed an investigation, which covered the period 1 July 2014 to 30 
June 2015. The investigatian was initiated based on an allegation of inadequate handling 
of sash, misrepresentation of monies received and the fraudulent issuing of licenses and 
permits at the municipality. The investigation was concluded and there was no evidence 
of the alleged deeds found by the municipality. 


Pietermaritzburg Spenue 


27 November 2015 
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CHAPTER 7: AG ACTION PLAN 


: Investment property 

: In terms of GRAP 16 

| (Investment property) Para 
Al: 

: “A gain or loss arising from a 
: change in the fair value of 


TARGET 


: MANAGEMENT RESPONSES DATE 


| investment property shall be | 


: included in surplus or deficit 
| for the period in which it 

H elites,” 

; During the audit of 

: Investment property as per 
: note 9 of the financial 

: statements, the following 

: inconsistencies were noted 
! between the asset register 
: and note 9: 

: Areversal of impairment of 
! R 4,870,000 is disclosed in 

: the annual financial 

| statements however there is 
; no impairment of 

; investment property in the 
: fixed asset register. 

| Upon inspection of the fixed 
' asset register it was 

: identified that there 

! were additions of R 

: 4,477,750 to investment 

! property however this is 

! no corresponding disclosure 
! of additions in the annual 

| financial statements. 

; Note 9 disclose a fair value 
! adjustment of R6, 078,750 

: however this is not clearly 

: reflected on the asset 

: register. Furthermore the 

: surplus or deficit does not 

: indicate any gain or loss 

: from fair value changes as 
! required by GRAP 16 Para 

: 41. Accordingly it is not 

! clear on how the 

; revaluation reserve of R 

| 14,660,355 has arisen as 

| there is no trail of this 

! amount to clearly identify 

: fair value adjustments. The 
! change in accounting 

: policy, estimate or error is 

: not clearly reflected in the 


: Management is in 

: agreement with the 

; finding. The entries that 

! have been initially 

: posted to the 

» Revaluation surplus were 

: subsequently removed 

: tolncome Statement to | 31 
! ensure compliance with 
: GRAP and other 

: reporting requirements. 
: These amendments 

' made to the Financial 

| Statements were not 

| accepted by AG due to 
: time limitations. 


| 2016 


| asset register or the financial | 


| statements. 
: Note 9 do not disclose a 
; reconciliation of Investment 


: January CFO 


RESPONSI 
BLE 
OFFICIAL 


_ PROGRESS 


| Mills Fitchet has a 

| meeting with us and 

; PwC (Preparing our 

| Fixed Asset Register) in 
| order to ensure that all | 
| discrepancies noted on : 
: the Annual Financial i 
| Statements and on their | 
| schedules are cleared. : 


: A Fixed Asset Register 
: (including the 

: Investment recon) will 
| be reviewed ona 
quarterly basis to ensure | 
: that time to time 

| review, supervision and 
' correction is allowed. 


"EVIDENCE 


| AAPI.1 


| STATUS 
gPage 
In 
Progre 
SS 
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FINDING 


reflect clearly the errors from 


prior year. 


Investment Property 
Duplications 

During the audit of 
investment property the 
following was noted: 

Two properties were found 
to be duplicated in the 
asset register they were 
included both in Property, 
plant and Equipment -Land 
and Investment Property- 
Land. These were noted 
from an inspection of the 
reference numbers of the 
land as it appears on the 
title deeds documents 
Furthermore certain land 
that was included in the 
Investment property register 
did not appear to be listed 
in the name of the 
municipality. Per an 
inspection of the title deed, 
it was noted that the owner 
information was not listed 
with the deeds office. 


From a sample of 55 to the 
value of R 13 600 000, two 
properties to the value of R 
880 000 was duplicated 
between the registers. 


RESPONSI 


TARGET BLE 
MANAGEMENT RESPONSES 


/ DEPT. 


Management is not in full | 30 Chief 
agreement to the Novem Financi 
finding. As per ber al 
documentation 2015 Officer 


provided from the Deeds 
Office some Properties 
indeed belonged to the 
Municipality. 
NOFTO2140000057300000 
— This is the remaining 
portion of the Town 
which is not registered 
with the Deeds Office. 
This technically belongs 
to the Municipality. 
NOFSO0000000217700023 
— This belongs to the 
Municipality and The title 
deed is there to prove it. 
NOFSO0000000217700058 
- This belongs to the 
Municipality and The title 
deed is there to prove it. 
NOFTOO0000001546500008 
- This belongs to the 
Municipality and The title 
deed is there to prove it. 
NOFTOO0000001802600002 
- This belongs to the 
Municipality and The title 
deed is there to prove it. 
NOFTOO0000001802260000 
4 - This belongs to the 
Municipality and The title 
deed is there to prove it. 
NOFTOO00000 1735500000 
— This property has been 
sold and therefore 
subsequently removed 
from the Fixed Asset 
Register. 
NOFTO2140000080800000 
— Unregistered, need to 
remove from asset 
register and valuation roll 
and instead add Erven 
39 & 66 which are 
registered as this 
consolidation is not yet 
registered (This will not 
affect the value : Just 2 
properties instead of 1) 


DATE OFFICIAL 


PROGRESS 


A comprehensive listing 
of all Municipal 
properties together with 
title deeds has been 
obtained. PwC has 
updated the Fixed 
Asset Register to 
exclude Properties that 
did not belong to the 
Municipality. 

The Fixed Asset Register 
will be updated on a 
quarterly basis with 
Investment Properties 
band Deed search 
performed from time to 
time to avoid all 
journals being made at 
year-end. 


EVIDENCE 


AAP2.1 


STATUS 


FINDING 


Property plant & Equipment 
differences 

During the audit of property 
plant and equipment as per 
Note 10 of the annual 
financial statements, the 
following differences were 
noted between the asset 
register and the annual 
financial statements: 


Completeness of Accruals 
During the audit of 
Payables from exchange 
transactions, it was noted 
from a sample of 15 items 
selected that the following 
13 items were not disclosed 
as accruals. From an 
inspection of note 13 of the 
annual financial statements 
(Payables from exchange 
transactions), it is further 
noted that accruals are not 
disclosed as part of 
Payables. It is of concern 
therefore that the 
municipality has not 
performed an exercise of 
assessing invoices received 
after year end that relate to 
goods or services purchased 
before year end. Therefore 
accruals appear not to be 
identified by the 
municipality. 


Inconsistencies with the 
Cash flow Statement 
During audit of Cash flow 
Statement and 
recalculation based on 
corresponding notes, the 
discrepancies were noted in 
the following 

Sale of Goods and services 
Grants 

Employee costs 

Suppliers 


No reconciliation performed 
for fines - Completeness & 
Accuracy 

During the audit of the 
revenue from fines as per 
the statement of financial 
performance, it was noted 
that no reconciliation 

was performed between 
the amount collected by 


MANAGEMENT RESPONSES 


Management is in 
agreement with the 
finding. A Journal was 
passed on the Financial 
System but was however 
not accepted due to 
time constraints. 


Management is in 
agreement with the 
finding. A 
comprehensive exercise 
has been performed 
through 

Comparison to Prior 
year. 

Tracing unpaid invoices 
Subsequent payments 
Analysis 

And Other 

To quantify the total 
amount of accruals at 
year-end. The total 
Accruals were R 
9,545,000 and the 
adjustment was 
processed on the 
financial statements but 
was however not 
accepted. 


Management is in 
agreement with the 
finding due to mapping 
on Cash -flows certain 
amounts are incorrectly 
grouped to incorrect 
category thereby 
misclassified in the Cash- 
flow Statement. A 
manual Cash Flow 
Statement will be 
computed once alll 
Journals are finalized to 
ensure that all amounts 
and recalculations are 
correct. 

Management is in 
agreement with the 
finding. The 
reconciliation of what is 
raised vs. what's is paid 
and received has never 
been performed up uniil 
this issue has been raised 
this year. A 
comprehensive 


TARGET 
DATE 


30 June 


2015 


31 


January 


2015 


30 
Novem 
ber 
2015 


30 May 
2015 


RESPONSI 
BLE 
OFFICIAL 
/ Dept. 


Chief 
Financi 
al 
Officer 


Chief 
Financi 
al 
Officer 


Chief 
Financi 
al 
Officer 


Cro) 


PROGRESS 


On a quarterly basis an 
updated to the fixed 
Asset Register will be 
performed to allow 
discrepancies to be 
detected at an early 
stage and journals can 
be substantiated when 
there is still time to 
collect invoice to 
substantiate. 

A reconciliation of 
Accruals will be 
performed at year-end 
and on a month by 
month basis to ensure 
that the calculation of 
Accruals is not merely a 
year-end exercise but is 
done from month to 
month thereby allowing 
time to time supervision, 
monitoring and review. 


A manual Cash-flow 
Statement that will be 
compared with the one 
generated by Case 
ware is generated to 
ensure the correctness 
of amounts and 
recalculations. 


The Municipality is in the 
Process of preparing alll 
the reconciliations that 
relate to 2015/16 
financial year. We have 
discussed with the 
Magistrate to furnish us 
with a payment advice 
summary that reflect 
our reference number 


EVIDENCE 


AAP3.1 


AAP4.1 


AAPS. 1 


AAP6.1 


STATUS 


In 
progre Page 
SS 63 


In 
progre 
ss 


In 
progre 
ss 


FINDING 


thirty parties and the 
amount received by 
municipality to ensure the 
completeness and 
accuracy and period of 
receipt of the fines recorded 
in the general ledger. 


The process followed is that 
the Magistrate court collects 
the fines on behalf of 
Municipality and then 
deposit cash received for 
the fines to the municipal 
bank account however 
there are no validation 
checks to ensure that all 
fines have been accounted 
for. There is no supporting 
documentation received in 
the form of any 
correspondence from the 
Magistrates court to reflect 
the amounts collected and 
to which year they may 
relate to. 

Commitment — 
Inconsistencies with 
supporting schedule and no 
supporting information for 
prior year. 

PART A- Current year 
During the audit of 
commitments, it was noted 
from an inspection of the 
schedule of commitments 
per the audit working paper 
file that the schedule does 
not agree to the 
commitments note 38 as per 
the annual financial 
statements. 


PART B — Prior year 
Furthermore the prior year 
(2014) audit report included 
a qualification on the 
disclosed commitments not 
being supported by 
information to validate the 
amounts disclosed in the 
annual financial statements. 
This information is required 
therefore in the current year 
as well, however the 
information could not be 
provided. This information 
was expected to be part of 
the working paper file 
however was nevertheless 
requested per Request 
no.18 forwarded on the 23rd 
of September 2015. 


RESPONSI 
TARGET BLE 
DATE OFFICIAL 
/ DEPT. 


MANAGEMENT RESPONSES 


reconciliation has been 
performed on what was 
raised — What was 
cancelled — What was 
reduced — What was 
paid and what remains 
unpaid. This 
reconciliation has been 
performed and furnished 
to AG for testing. 


It should be noted that 
reconciliations for fines 
were done after the 
query has been raised 
by the AG. Asample 
was selected by AG and 
no problems on that 
sample were 
communicated to the 
Accounting Officer of 
the Municipality. 


Supporting information 
to validate commitments 
must be provided to 
avoid a possible 
limitation of scope. 
Furthermore 
explanations and 
information for the 
differences between the 
supporting schedules 
and the Annual financial 
statements must be 
provided to assess the 
validity of the 2015 
commitments disclosed. 
Management is in 
agreement with the 
finding. The necessary 
adjustments were made 
on the financial 
statements to ensure 
that the commitments as 
per the Annual Financial 
Statements agree to the 
commitment on the 
schedule. 

The Annual Financial 
Statements will be 
adjusted as follows:- 
Operating commitments 
6,866,890.00 

Capital commitments 
13,823,586.00 


30 Chief 
Novem Financi 
ber al 

2015 Officer 


Prior year commitments 
Operating commitments 
9,416,543.00 


PROGRESS 


from now going 
forward. 


The current and Prior 
year’s commitments 
have been accordingly 
reflected in the Annual 
Financial Statement. 


The Commitments 
Schedule is maintained 
by the Municipality and 
will be updated 
quarterly to ensure a 
track of Commitments is 
kept and continual 
adequate supervision 
monitoring and review 
is performed. 


EVIDENCE 


AAP7.1 


STATUS 


In 
Progre 
ss 


FINDING 


Prior year Commitments 
During the audit of 
commitments the following 
was noted: 

Table 1 - A finding was 
raised wherein supporting 
schedule was not provided 
to support the prior year 
amounts disclosed per note 
38. The schedule 
subsequently provided did 
not agree to note 38. The 
difference of R2,498,310 is as 
per table 1 below 

Table 2 - From an inspection 
of the contracts register, it 
was noted that certain 
commitments were not 
disclosed in the 13/14 
schedule and also not in the 
2014 note to the annual 
financial statements. 
However due to the 
duration period not 
specified on the two 
contracts, the commitment 
amount could not be 
determined. Commitments 
are therefore understated 
by an unknown amount. 
Table 3 - Upon inspection of 
2013/2014 commitments 
schedule it was noted that 
the municipality had no 
contractual obligation for 
the below and these should 
be removed as 
commitments. 

Table 4 - Upon inspection of 
2013/2014 commitments 
schedule, from a 
recalculation, it was noted 
that value of commitments 
disclosed in note 38 is 
incorrect refer to table 
below. 

Table 5 - Certain 
commitments disclosed 
were not able to be audited 
as the contracts could not 
be provided. Therefore 


RESPONSI 
TARGET BLE 


MANAGEMENT RESPONSES Dac una. 
/ Dept. 

Capital commitments 

16,178,806.00 

Also refer to Annexure 

21''A”’ for schedule 

supporting prior year’s 

commitments. 

A comprehensive 30 Chief 

exercise was embarked Novem Financi 

on by management ber al 


whereby the following 2015 Officer 
were performed to 
update and support the 
disclosed commitments 
on the Annual Financial 
Statements. 

Contract supporting prior 
year commitments and 
their calculation thereof 
was provided. 
Undisclosed 
Commitments were 
accordingly included. 
Payments that did not 
meet the definition of 
the Commitment were 
removed. 

The schedule of 
commitments was 
agreed to the note to 
AFS 

Contracts were provided 
for all disclosed 
commitments. 


PROGRESS 


The current and Prior 
year’s commitments 
have been accordingly 
reflected in the Annual 
Financial Statement. 


The Commitments 
Schedule is maintained 
by the Municipality and 
will be updated 
quarterly to ensure a 
track of Commitments is 
kept and continual 
adequate supervision 
monitoring and review 
is performed. 


EVIDENCE 


AAP8.1 


STATUS 


FINDING 


total unsupported 
commitments are R677, 635. 


| Internal Audit and Audit 
Committee — Planned 

| scope not met 

| In terms of Section 165 (2)(b) 
| of the Municipal Finance 

| Management Act (MFMA), 

| the Internal audit of a 

| municipality must advise the 
| accounting officer and 

| report to the audit 

| committee on the 

_ implementation of the 

: internal audit plan and 

| matters relating to: 


: internal audit; 

: internal controls; 

' accounting procedures and 
' practices; 

| risk and risk management: 


| loss control; and 

| compliance with this Act, 
the annual Division of 

| Revenue Act and any other 
| applicable 

| legislation; and 


| Accordingly, section 

| 166(2)(a) of the MFMA 

| states that the audit 

| committee is an 

| independent advisory body 
| which must advise the 

_ municipal council, the 

| political office-bearers, the 

| accounting officer and the 
| management staff of the 

| municipality on: 

| internal financial control 
and internal audits; 

| risk management; 

' accounting policies; 

| the adequacy, reliability 
and accuracy of financial 
reporting and information; 
performance management; 
| effective governance; 

| compliance with this Act, 

| the annual Division of 

| Revenue Act and any other 
| applicable legislation; 

| performance evaluation; 


: During an assessment of 

| internal audit, it was noted 

| that although internal audit 
_ included the above 

| requirements as part of their 
| plan, they did not report on: 


RESPONSI 
BLE 
OFFICIAL 
/ Dept. 


Management agrees 
: with the finding. Due to 


» some reports not bein 
' performance management; : ie g 


| finalized at year end, the | 
| Internal Audit 

| department did not 

| report on the 

| aforementioned reports. 

| The report on 

; Compliance and 

| Performance 

| management will be 31 
| tabled to the Audit 
| Committee on the 


i al 
| Manag 
er 


January 
2015 
meeting scheduled for 

after year-end. 


As the reports were not 
| tabled to the Audit 

| Committee the 

| Committee was limited 
' on reporting on matters 
| whilst there are siill 


awaiting a report. 


PROGRESS : EVIDENCE 


Performance 
Assessments for Quarter 


| 1 has been done to 
: allow time to Audit and 


Municip | Report. 


An audit on AAP9.1 


: Compliance in 

| Underway and 

| therefore allow an 

! Opportunity to report to 
' Council by the Audit 

: Committee. 


_ STATUS 


In 
Progre 
ss 


Page 
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FINDING 


Loss control 
Performance management 
Compliance 


Audit Committee — Non 
Compliance 

In terms of the MFMA 
section 166. Audit 
committees.—(1) Each 
municipality and each 
municipal entity must have 
an audit committee, subject 
to subsection (6) 

(2) An audit committee is an 
independent advisory body 
which must—advise the 
municipal council, the 
political office-bearers, the 
accounting officer and the 
management staff of the 
municipality, or the board of 
directors, the accounting 
officer and the 
management staff of the 
municipal entity, on matters 
relating to— 

internal financial control 
and internal audits; 

risk management; 
accounting policies; 

the adequacy, reliability 
and accuracy of financial 
reporting and information; 
performance management; 
effective governance; 
compliance with this Act, 
the annual Division of 
Revenue Act and any other 
applicable legislation; 
performance evaluation; 
and 

any other issues referred to it 
by the municipality or 
municipal entity; 


In terms of Municipal 
Planning and Performance 
Management Regulations 
(GNR 796 of 24 August 2001) 
Reg 14(4)(a) 

(4) (a) A performance audit 
committee must - 

(i) Review the quarterly 
reports submitted to it in 
terms of sub regulation 

(ii) Review the municipality's 
performance management 


MANAGEMENT RESPONSES TARGET 
DATE 

Management is in 31 

agreement with the January 


finding. The issue will be 2015 
tabled on the next Audit 
Committee meeting 
whereby a schedule of 
Council meetings will 
handed over to the 
Audit committee. The 
Municipality commits its 
self to create a 
conducive environment 
for the Audit Committee 
to enable it to have 
frank, honest and 
professional relationship 
with the Municipal 
Council. 


RESPONSI 
BLE 
OFFICIAL 
/ Dept. 


Municip 
al 
Manag 
el 


PROGRESS EVIDENCE 


A meeting of Audit AAP 10.1 
Committee is 
Scheduled before the 


end of the year. 


STATUS 


FINDING 


system and make 
recommendations in this 
regard to the council of that 
municipality; and 

(iii) At least twice during a 
financial year submit an 
audit report to the 
municipal council 
concerned. 


(b) In reviewing the 
municipality’s performance 
management system in 
terms of paragraph (a)/(ii), 
the performance audit 
committee must focus on 
economy, efficiency, 
effectiveness and impact in 
so far as the key 
performance indicators and 
performance targets set by 
the municipality are 
concerned. 


Consumer debtors as per 
AFS does not agree to Age 
analysis at 30 June 2015 
During audit of consumer 
debtors as per note 5 of the 
annual financial statements, 
it was noted that the 
debtors as per age analysis 
does not agree to note 5 of 
the annual financial 
statements: 

It is noted from further 
enquires that the difference 
above may relate to the 
VAT portion not included in 
the Consumer debtors per 
the annual financial 
statements. 


Reversal of impairments in 
the statement of financial 
performance 

During the audit 

of expenditure it was noted 
that the reversal of 
impairments amounting to 
R 9014 059 was included as 
part of the expenses in the 
statement of financial 
performance. This amount is 
reflected as a positive 
amount being a reversal of 
impairment and not a valid 
expenditure item. 
Information to support 
further explanations was 
requested verbally from 


TARGET 
MANAGEMENT RESPONSES Dare 
A Journal was passed 30 
which therefore allows Novem 
the Vat billed to be ber 


shown as a payable and = 2015 
therefore the amount 

due by the debtor to be 

shown as a receivable. A 
Journal was passed to 

resolve query. 


Note that this was 
resolved during the Audit 
and is therefore no 
longer a matter. 


Management is in 
agreement with the 
finding. The Fixed Asset 
Register was updated to 
reverse out the Journal 
previously passed. The 
updated AFS could not 
be accepted due to the 


time constraints. e 


March 
2016 


Please note that in terms 
of Journal sent to the AG 
by PwC and the 
Updated Fixed Asset 
Register this Impairment 
has been accordingly 
reversed. 


RESPONSI 
BLE 
OFFICIAL 
/ Dept. 


Chief 
Financi 
al 
Officer 


Chief 
Financi 
al 
Officer 


PROGRESS EVIDENCE 


The Vat billed as the 
Municipality is working 
on the Cash Basis of 
Accounting will now be 
shown as part of 
Receivable from month 
to month to Cater for 
the accrual basis of 
Accounting. 


AAP11.1 


AAP 12.1 


STATUS 


Achiev 


PROGRESS 


$b ee 


and Pitso Molefe 
(Expenditure accountant) 
around the 23rd of 
September and formalized 
per request no. 19 on the 
Olst of October 2015. A 
Impairment reversals of R 
13,198,298. It is not clear 
why the municipality would 
perform reversal impairment 
as no information to support 
reversals in terms of the 
GRAP requirements above 
was made available. 

Per an inspection of Note 10 
to be an impairment loss of 
R9,035,503. This 
impairment loss is not 
reflected on the statement 
of financial performance 


8. MONITORING, EVALUATION REVIEW 


At the end of every quarter manager were to prepare and submit quarterly performance report with the assistance of the 
performance management section with the Municipal Manager's Office for monitoring evaluation of actual performance 
against set targets (Quarterly section 54A and section 56 assessments) 


Page 
Mpofana Municipality does not operate in a vacuum; we are indeed bound by the Municipal Systems to carry out | a 
Performance Assessments quarterly. In the 2014/15 Financial Year, Performance Assessments took place as legislated. The 
Assessment in terms of the legislative requirements were conducted as follows: 


First Quarter: July — September 


These were done by the Municipal Manager with all the Managers (s57) directly accountable to him. Although these 
assessments were informal, The Service Delivery/Scorecard was used during these assessments. 


Second Quarter: October — December 


These Assessments also took place although they were done in the third quarter; they were for the purposes of assessing 
the Second Quarter. These were done on the 12! of June 2014. It should be noted that the 12'* of June 2014 was used for 
the assessment of the Head of Departments. Youth, Economic Development, and Social Services. Corporate Services and 
the Finance Services. The panel comprised of the Municipal Manager (Mr Max Moyo), The Chairperson of the Performance 
Audit Committee (Professor B. Stobie) and the proceedings were recorded by the Committee Clerk (See attendance 
Register). 


The Municipal Manager’s Performance Assessment for the second quarter took place in the following month (July). The 
panel comprised of the following, The Chairperson of Performance Audit Committee (Professor Stobie), The Honorable 
Mayor Mrs NJ-Mpangase-Mchunu (Mpofana Local Mayor), The Honorable Mayor Mr S Ndlela (Impendle Local 
Municipality) and Mr D Pillay (gMkhambathini Local Municipality) and the proceedings were recorded by the Committee 
Clerk (See attendance Register) 


Third Quarter: January — March 
Similar to the First Quarter assessment, these were conducted by the Municipal Manager for the Managers (s57) directly 


accountable to him. Although these assessments were informal; the Service Delivery/Scorecard was used during these 
assessments. 


Fourth Quarter: April — June 


These Assessments also took place, although they only took place in the 2014/15 financial year. They were done on the 
Ath of September 2014. The managers directly accountable to the Municipal Manager were assessed based on the 
approved SDBIP. The Panel comprised of the following individuals, The Chairperson of the Audit Committee (Professor B. 
Stobie) and The Municipal Manager (Mr Max Moyo) . 
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rN Mthalane 


| Mr. M oe Fgcnicical Mancgen 


: Budget and Treasury Giles © | Mi. SMinewelae (Chief Financial Officer ) 
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Corporate and Facilities Management Services Mr B SN gubents (Acting Director Corporate Services) 
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| Economic and Community Services 


Mrs B. J Mchunu (Director Economic and Social Development 
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APPENDIX C: FUNCTIONS OF MUNICIPALITY 


_ MUNICIPAL FUNCTIONS _ Function Applicable to 


Constitution Schedule 4, Part B Functions: 


__ Municipality (Yes/No}* 


| Building regulations | YES 


peepee ES nana 


“Elecicityandgasreicviation | 
Firefighting services f No | 
| fecal Tourism YES | 
» Municipal airports No 


| Municipal planning | Yes . ) 


MUNICIPAL FUNCTIONS 


Municipal health services 


Municipal public transport 


Municipal public works only in respect of the needs of municipalities in the discharge of their 
_responsibilities to administer functions specifically assigned to them under the Constitution of any other 
| Pontoons, ferries, jetties, piers, and harbors, excluding the regulation of international and national 
| shipping and matters related 

Storm-Water Management Systems in built-up area 


| Trading Regulations 
Water and Sanitation Services limited to Potable Water Supply 


__ systems and domestic waste-water and sewage disposal systems 
| Beaches and Amusement Facilities 
- Billboards and the display of advertisements in public places 
_ Cemeteries, Funeral Parlous and Crematoria 
"Cleansing — 
| Control of public nuisances 
Control of undertakings that sell liquor to the public 
Facilities for the accommodation -are and burial of animals 


Fencing and Fences 


| Licensing of Dogs 
Licensing and control of undertakings that sell food to the public 


Local Amenities 


Local Sport Facilities 


Markets 
Municipal Abattoirs 


Municipal Parks and Recreation 
Municipal Roads 


Noise Pollution 

~ Pounds 

Public Places 

“Refuse Removal, refuse dumps and solid waste disposal 
Street Trading 

- Street Lighting 


| Traffic and parking 


| Function Applicable to 
_ Municipality (Yes/No)* 


No 


YES 


YES 


No 


YES 


YES 


No 


YES 


YES 


| Yes 


Yes 
Yes 
Yes 
Yes 


YES 


No 


YES 


YES 
YES 
YES 
No 
Yes 
YES (MAINTENANCE) 
YES 
YES 
YES 
YES 
YES 
YES 


YES 
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| FUNCTIONALITY OF WARD COMMITTEES 


- WarD NAME Commitee —s—<—~ss NL OR MONTHLY REPORTS 

_ NO. OF MONTHLY NO. OF QUARTERLY 

) _ NAME OF WARD COUNCILOR © ae) ~ COMMITTEE MEETINGS yee Orrice _ PUBLIC WARD MEETINGS 

_ HELD DURING THEYEAR _ HELD DURING THE YEAR 
| Snanrarenes NL i ererapery (eat nl ars 2 a nena Uieiegoae PCE 
i: Councillor X Duma Yes 10 0 ‘10 al 73 
ee Councillor B Knumalo Yes 10 — 0 12 4 
Psi Councillor S Ndumo Yes 10 10 10 


'4. | Councillor N Mthalane Yes 10 iiienamianie Bi Canna SSO ese 


APPENDIX E: - ANNUAL PERFORMANCE REPORT REFER TO ATTACHMENT (ANNUAL 
PERFORMANCE REPORT 2014-15) 


APPENDIX F: - ANNUAL FINANCIAL STATEMENTS REFER TO.ATTACHMENT (ANNUAL FINANCIAL 
STATEMENTS 20 14-15) 


APPENDIX G — RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE 


MEMBER POSITION : NUMBER OF MEETINGS SCHEDULED NUMBER OF MEETINGS ATTENDED 
Mr. B Stobie Chairperson 4 4 
Mr. B. Diadia — ' Member fe ae 
_ Ms Sithole | Member 4 i 3 


REPORT OF THE AUDIT COMMITTEE TO THE COUNCIL OF MPOFANA MUNICIPALITY _ 29 JANUARY 2016 


The audit committee is defined by S 166 of the MFMA as an “independent advisory body” which should consist of three 
independent persons and which should meet at least four times per annum. We have met these requirements and the 
members during the 2015 financial year were: 


Prof. B. Stobie Chairperson 
Ms. P. Sithole 
Mr. B. Dladla 


The 2015 financial year started with difficulties in meeting the requirements to finalise the 2014 financial statements and a 
period where the municipality had an administrator appointed pending a new Council coming into office. The period of 
administration was relatively short and does not seem to have had much impact. The AG's queries were, we were told, 
being addressed and a favourable newspaper report claimed that problems had been resolved. Unfortunately when we 
received the 2015 AG management letter and audit report it was clear that matters had not improved. Several of the 


same issues from the previous year were once again raised as unsatisfactory and once again the municipality has a 
qualified audit report. 


The main problems giving rise to the qualified audit report are the following: 


| 74 
The explanation provided by management is that the service provider did not complete work in time. Our advice to 
management is to start any service providers on year end work earlier. 


1. INADEQUATE ACCOUNTING FOR PROPERTY, PLANT AND EQUIPMENT. 


__2. INVESTMENT PROPERTY. 


The explanation provided by management is that there are differences between the records of the Surveyor General and 
the Deeds Office. Our advice was to try and do reconciliations earlier and not to sub-divide or do property transfers close 
to the year end. 


oh REC OGNITION OF PAYABLES. 


The accurate recording of accruals was an issue last year as well and needs to be addressed. 


4. CASH FLOW STATEMENT INACCURACIES. 


The explanation given was that this arose from late adjustments made. Once again emphasizing the need for proper 
timeous execution of the year end procedures. 


9. UNDERSTATEMENT OF COMMITMENTS. _ 


Again better planning should ensure all commitments are picked up timeously. 


__6. REVENUE COULDN'T BE CONFIRMED. 


This relates to the need to record traffic fines on an accrual basis. This is a “new” area of interest by the AG and one they 
will no doubt follow up in this current year. It requires a monthly reconciliation of fines and we are told that this is now being 
done. 


OTHER ISSUES UNDER THE “EMPHASIS OF MATTERS” PART OF THE REPORT: 


1. Poor collection of debtors — an ongoing issue for decades now. 


2. Electricity losses — also an ongoing issue but getting worse despite attempts by service providers over many years to try 
and stop it. 


3. Going concern — the municipality has kept going cash wise by digging into conditional grants meant for specific projects 
to pay current expenditure. The AG quantified it as grant liability R19,23 million backed by investment balance of R9,48 
million — a shortfall of about R10 million. 


In summary, it is obvious the municipality has severe problems some of them structurally endemic like the culture of non 
payment for services, theft of electricity, etc but there are also shortcomings in administration which could be more easily 
overcome by better planning and active management. We have advised the management to start preparing now for 


the next year end as a specific project to ensure all the documentation the AG will be wanting will be available timeously. 
We have tasked the internal auditors with following up on all the problem areas identified by the AG to ensure they are 
being properly followed up and have asked them to report to us at our next meeting. 


The AG's report also criticized the audit committee for not advising Council on matters of governance and compliance 
with legislation. In the light of this the attention of Council is specifically drawn to the following sections of the MFMA: 


Section 21: The mayor must co-ordinate the process of preparing the budget at least 10 months before the start of the 
budgetary year and table it in Council with deadlines for approval. 
| 75 


Section 52: The mayor must provide general guidance over financial affairs and must within 30 days of the end of each 
quarter submit a report to Council on the state of the budget. The mayor must also ensure the performance agreements 
for management are made public no later than 14 days after approval with copies going to Council and the MEC. 


Section 54: The mayor must identify financial problems. 
Section 62: The Accounting Officer (MM) is responsible for managing the financial administration of the municipality. 
Section 71: Requires monthly budget statements. 


Section 72: By 25 January the Accounting Officer must assess the performance of the municipality taking into account 
monthly statements and how problems in the annual report have been resolved. 


Section 131: The mayor must ensure issues raised by the AG have been addressed. 


We are mindful of our responsibility as an advisory body and would welcome requests for advice. Regular attendance at 
Council is desirable to facilitate this. 


Prof. B. S. Stobie 
B. Com, M. Acc, CA(SA) 


CONCLUSION 


The internal Audit Activity has verified the performance measurements for the period ending June 2014 in terms of its Annual 
Audit Plan and provided assurance to management that the information provided is sufficient for the period reviewed. 


As part of advancing service delivery and also instilling a culture of performance within the municipality, we have provided Page 
corrective actions to remedy the areas where performance targets were not achieved. Where performance targets have 
not been achieved as a result of lack of capacity by responsible manager, areas that they need to be capacitated on 
will be incorporated into their Performance Development Plans (PDP) in the 2014/2015 financial year. Furthermore those 
performance targets that have not been achieved will be prioritised on the 2014/2015 financial year, and the 


implementation will be monitored on a regular basis by the management and also independently by the Internal Audit 
Activity. 


The management upholds performance management system which was adopted by the Municipal Council and will 
ensure that it serve as a catalyst to improving service delivery. 


MUNICIPAL MANAGER 


MR. MAX MOYO 
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Auditor-General of South Africa 


Mpofana Municipality - 
Audit report 2014-15 


Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the Council on Mpofana 
Municipality 


Report on the financial statements 


Introduction 


1. 


| have audited the financial statements of the Mpofana Municipality set out on pages ... 
to ..., which comprise the statement of financial position as at 30 June 2015, the 
statement of financial performance, statement of changes in net assets, cash flow 
statement and the statement of comparison of budget information with actual information 
for the year then ended as well as the notes, comprising a summary of significant 
accounting policies and other explanatory information. 


Accounting officer's responsibility for the financial statements 


2. 


The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 
56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2014 (Act No. 10 
of 2014) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 


3. 


My responsibility is to express an opinion cn the financial statements based on my 
audit. | conducted my audit in accordance with International Standards on Auditing. 
Those standards require that | comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor's judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality's 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality's internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 


| believe that the audit evidence | have obtained is sufficient and appropriate to provide 
a basis for my qualified audit opinion. 


Basis for qualified opinion 


Property, plant and equipment 


6. The municipality did not account for all items of property, plant and equipment in 
accordance with GRAP 17 Property, plant and equipment. Items of property, plant and 
equipment owned by the municipality have not been included in the financial statements. 
Consequently, property, plant and equipment is understated by an amount of 
R1,75 million (2014: R3,90 million). In addition, there is a consequential impact on the 
accumulated surplus. 


Investment property 


7. | was unable to obtain sufficient appropriate audit evidence for investment property, as 
the municipality did not maintain documentation to support the amounts disclosed as 
investment property. | was unable to confirm the investment property values by 
alternative means. Consequently, | was unable to determine whether any adjustment 
relating to investment property stated at R5,36 million (2014: R13,92 million) in the 
financial statements was necessary. 


Payables from exchange fransactions 


8. The municipality did not recognise all payables meeting the definition of a liability, in 
accordance with GRAP 1 Presentation of financial statements. As the municipality did 
not maintain adequate records of outstanding payments for goods and services received 
but not yet paid at year-end, | was not able to determine the full extent of the 
understatement of trade payables, accruals and expenditure as it was impracticable to 
do so. Consequently, | was unable to determine whether any adjustment relating to 
Payables from exchange transactions stated at R4,38 million (2014: R8, 64 million) in the 
financial statements was necessary. 


Cash flow statement 


9. Cash flows from operating activities included differences described as undefined 
differences of R3,22 million. | was unable to obtain sufficient appropriate audit evidence 
for this undefined difference. | was unable to confirm these differences to the cash flow 
by alternative means. 


10. The municipality did not accurately prepare the cash flow statements. Cash flows from 
operating activities were materially misstated. Consequently, cash flows from operating 
activities per note 37 to the financial statements was understated by an amount of 
R6,05 million. 


Commitments 


11. The municipality did not disclose all amounts to which it is legally committed to pay in in 
terms of contracts currently concluded. Consequently, commitments are understated by 
an amount of R2,55 million. In the prior year, the municipality incorrectly included 


amounts for which it was not committed and consequenily the prior year disclosure is 
overstated by an amount of R3,1 million. 


Revenue 


12. | was unable to obtain sufficient appropriate audit evidence for revenue from traffic fines 
and the related receivables from non-exchange transactions for the current and prior 
year due to the status of the accounting records. The municipality did not have adequate 
systems of internal control in place for the recording of all revenue from traffic fines and 
the related receivable from non-exchange transactions. | could not confirm revenue and 
receivables by alternative means. Consequently, | was unable to determine whether any 
adjustment to revenue stated at R6,45 million (2014: R614 925) in the financial 
statements was necessary. 


Qualified opinion 


13. In my opinion, except for the effects of the matters described in the basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material respects, the 
financial position of the Mpofana municipality as at 30 June 2015 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matters 


| draw attention to the matters below. My opinion is not modified in respect of these matters. 


Material losses and impairments 


14. As disclosed in note 6 to the financial statements, consumer debtors were impaired to 
the amount of R40,33 million (2014: R36,08 million) as a result of poor collection of 
outstanding consumer debt. 


15. As disclosed in note 48 to the financial statements, material losses of electricity to the 
amount of R 15,26 million (2014: R10,36 million) were incurred as a result of electricity 
line losses within the electricity network infrastructure. 


Going concern 


16. As disclosed in note 41 to the financial statements, the municipality did not have 
sufficient cash resources to realise the unspent conditional grant liability. Tne unspent 
conditional grant liability amounted to R19,23 million as per note 16 and the available 
investment balance amounted to R9,48 million as per note 7 


Report on other legal and regulatory requirements 


17. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof, | have a responsibility to report findings 
on the reported performance information against predetermined objectives for selected 
objectives presented in the annual performance report, compliance with legislation and 
internal control. The objective of my tests was to identify reportable findings as described 
under each subheading but not to gather evidence to express assurance on these 
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matters. Accordingly, | do not express an opinion or conclusion on these matters. 


Predetermined objectives 


18. 


19. 


20. 


21. 


22. 


] performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for Objective 2: Basic Service Delivery presented in 
the annual performance report of the municipality for the year ended 30 June 2015. 


| evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 


| evaluated the usefulness of the reported performance information to determine whether 
it was presented in accordance with the National Treasury's annual reporting principles 
and whether the reported performance was consistent with the planned objectives. | 
further performed tests to determine whether indicators and targets were well defined, 
verifiable, specific, measurable, time bound and relevant, as required by the National 
Treasury’s Framework for managing programme performance information (FMPPI). 


| assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 


| did not identify any material findings on the usefulness and reliability of the reported 
performance information for Objective 2: Basic Service Delivery. 


Additional matters 


23. 


Although | identified no material findings on the usefulness and reliability of the reported 
performance information for the selected objectives, | draw attention to the following 
matters: 


Achievement of planned targets 


24. 


Refer to the annual performance report on pages x to x and x to x for information on the 
achievement of the planned targets for the year. 


Adjustment of material misstatements 


25. 


| identified material misstatements in the annual performance report submitted for 
auditing on the reported performance information for Objective 2: Basic Service Delivery. 
As management subsequently corrected the misstatements, | did not identify any 
material findings on the usefulness and reliability of the reported performance 
information. 


Compliance with legislation 


26. | performed procedures to obtain evidence that the municipality had complied with 


applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 


Annual financial statements 


27. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. 
Material misstatements of non-current assets, current assets, revenue, expenditure and 
disclosure items identified by the auditors in the submitted financial statements were 
subsequently corrected and the supporting records were provided subsequently, but the 
uncorrected material misstatements and supporting records that could not be provided 
resulted in the financial statements receiving a qualified audit opinion. 


Audit committees 


28. The audit committee did not advise the council on matters relating to effective 
governance, performance management and performance evaluation as required by 
section 166(2)(a) of the MFMA. 


29. The audit committee did not advise the council on matters relating to compliance with 
legislation, as required by section 166(2)(a)(vii) of the MFMA. 


30. The audit committee did not réview the municipality’s performance management system 
and make recommendations to the council, as required by the municipal planning and 
performance management regulation 14(4}{a)(ii). 


31. The audit committee did not review all the quarterly internal audit reports on performance 
measurement, as required by the municipal planning and performance management 
regulation 14(4)(a)(i). 


32. The audit committee did not submit, at least twice during the financial year, an audit 
report on the review of the performance management system to the council, as required 
by municipal planning and performance management regulation 14(4)(aviii). 


Internal audit 


33. The internal audit unit did not advise the accounting officer and report to the audit 
committee on matters relating to compliance with the MFMA, DoRA and other applicable 
legislation, as required by section 165(2)(b)(vii) of the MFMA. 


Procurement and contract management 


34. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by SCM regulation 17(a) & (c). 


35. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by SCM regulation 19{a). 


36. Awards were made to providers who are in the service of other state institutions or 
whose directors/ principal shareholders are in the service of other state institutions, in 
contravention of MFMA 112(j) and SCM regulations 44. Similar awards were identified in 
the prior year and no effective steps were taken to prevent or combat the abuse of the 
SCM process in accordance with SCM regulation 38(1). 


37. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 116(2)\(b) of the MFMA. 


38. The contract performance and monitoring measures and methods were insufficient to 
ensure effective contract management, as required by section 116(2)(c) of the MFMA. 


39. Sufficient appropriate audit evidence could not be obtained that quotations were 
awarded to bidders based on points given for criteria that were stipulated in the original 
invitation for quotations, as required by SCM Regulations 21(b) and 28(1)(a) and 
Preferential Procurement Regulations. 


Expenditure management 


40. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2){e) of the MFMA. 


41. Reasonable steps were not taken to prevent unauthorised expenciture, irregular 
expenditure and fruitless and wasteful expenditure, as required by section 62(1)(d) of the 
MFMA. 

42. An adequate management, accounting and information system was not in place which 


recognised expenditure when it was incurred , accounted for creditors and accounted for 
payments made, as required by section 65(2)(b) of the MFMA. 


Conditional grants 


43. The municipality did net evaluate its performance in respect of programmes funded by 
the Municipal Infrastructure Grant allocation, as required by section 12(5) of the DoRA. 


Revenue management 

44. A tariff policy was not adopted for the levying of fees for provision of municipal services, 
as required by section 74(1) of the Municipal Systems Act and section 62(1}(f)(i) of 
MFMA. 


45. An effective system of internal control for debtors was not in place, as required by 
section 64(2)(f} of the MFMA. 


Asset management and liability management 


46. An effective system of internal control for assets was not in place, as required by section 
63(2\(c) of the MFMA. 


47. An effective system of internal control for liabilities (including a liability register} was not 
in place, as required by section 63(2)(c) of the MFMA. 


Consequence management 
48. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 


municipality was not investigated to determine if any person is liable for the expenditure, 
as required by section 32(2)(a)(ii) of the MFMA. 


Internal control 


49. | considered internal control relevant to my audit of the financial statements, annuai 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the basis for qualified 
opinion, and the findings on compliance with legislation included in this report. 


Leadership 


50. The oversight function on the review of the internal control processes in strategic 
planning and financial and performance reporting were not adequate to prevent the 
recurrence of prior year findings. The action plan of the municipality was not adequately 
and consistently monitored. Vacancies in key positions and inadequate policies and 
procedures have attributed to the ineffective control activities that have led to repeat 
findings. 


Financial and performance management 


51. Reported information was not adequately supported by source documentation. Daily 
controls were not adequate to support accurate financial recording and record keeping 
and to enable timely reconciliations to be performed. The process of ensuring that the 
supporting records agree to the annual financial statements was not appropriately 
monitored and check for accuracy and completeness. 


Governance 


52. The risk assessment process was not adequately driven by the internal audit and the 
audit committee to ensure that prior year findings were adequately addressed. The 
legislative responsibilities of the internal audit and the audit committee were not 
monitored to ensure that these objectives were met during the year under review. 


Other reports 


Investigations 


53. The municipality performed an investigation, which covered the period 1 July 2014 to 30 
June 2015. The investigation was initiated based on an allegation of possible 
misappropriation of the municipality's assets, abuse of municipal vehicles and gross 
misconduct. The investigation was concluded on 12 November 2014 and resulted in 
disciplinary proceedings being instituted against the official. These proceedings were 
finalized on 19 February 2015 and resulted in the dismissal of the official. 


54. The municipality performed an investigation, which covered the period 1 July 2014 to 30 
June 2015. The investigation was initiated based on an allegation of inadequate handling 
of cash, misrepresentation of monies received and the fraudulent issuing of licenses and 
permits at the municipality. The investigation was concluded and there was no evidence 
of the alleged deeds found by the municipality. 
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Annual Financial Statements for the year ended 30 June 2015 


General Information 


Nature of business and principal activities Providing Municipal Services 


Members of Council 
Mayor Cllr T.M Magubane (appointed 2 December 2014) 
Cllr S. Mpangase (dissolved 30 September 2014) 
Councillors Council appointed on 2 December 2014 
Cllr X.M Duma 
Cllr B. Knumalo 
Cllr M. Majola 
Cllr M.N Mthalane 
Cllr N. Ndlovu 
Cllr S. Ndumo 
Council dissolved on 30 September 2014 
Cllr K. Denysschen 
Cllr Z. Diadla 
CllrX. Duma Cllr 
B. Mhlanzi Cllr S. 


Mhlongo Cllr J. 
Shabalala 
Grading of local authority 2 
Accounting Officer Mr Max Mayo Chief 
Finance Officer (CFO) Mr Sima Mncwabe 
Registered office 10 Claughton Terrace 
Mooi River 
3300 
Municipal Contact details 033 263 1221/7700 
Mooi River 
3300 
Postal address P O Box 47 
Mooi River 
3300 
Bankers First National Bank 


Auditors The Auditor General of South Africa 
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Index 


The reports and statements set out below comprise the Annual Financial Statements presented to the provincial legislature: 


Index Page 
Accounting Officer's Responsibilities and Approval 3 
Approval of Annual Financial Statements 4 
Statement of Financial Position 5 
Statement of Financial Performance 6 
Statement of Changes in Net Assets 7 
Cash Flow Statement 8 
Statement of Comparison of Budget and Actual Amounts 9- 11 
Accounting Policies 12-23 
Notes to the Annual Financial Statements 24-48 


Abbreviations 


EPWP Expanded Public Works Programme 

GRAP Generally Recognised Accounting Practice 
INEP Integrated National Electrification Program 
MFMA Municipal Finance Management Act 

MIG Municipal Infrastructure Grant (Previously CMIP) 
MSIG Municipal Systems Improvement Grant 

SARS South African Revenue Services 

VAT Value Added Tax 
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Accounting Officer's Responsibilities and Approval 


The Accounting Officer is required by the Municipal Finance Management Act (Act 53 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the Annual Financial Statements and related financial 
information included in this report. It is the responsibility of the Accounting Officer to ensure that the Annual Financial 
Statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its 
operations and cash flows for the period then ended. The external auditors are engaged to express an independent opinion on 
the Annual Financial Statements and was given unrestricted access to all financial records and related data. 


The Annual Financial Statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 


The Annual Financial Statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 


The Accounting Officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the Accounting 
Officer to meet these responsibilities, the Accounting Officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality's business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 


The Accounting Officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the Annual 
Financial Statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 


The accounting officer has reviewed the municipality's cash fiow forecast for the year to 30 June 2016 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 


The municipality is wholly dependent on the income from services, rates and grants for continued funding of operations. The 
Annual Financial Statements are prepared on the basis that the municipality is a going concern and that the council has neither 
the intention nor the need to liquidate or curtail materially the scale of the municipality. 


The Auditor General (SA) is responsible for independently reviewing and reporting on the municipality's Annual Financial 
Statements. The Annual Financial Statements have been examined by the municipality's external auditors. 


The Annual Financial Statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


The Annual Financial Statements set out on page 5 to 48, which have been prepared on the going concern basis, were 
approved by the Council on 31 August 2015 and were signed on its behalf by 


Accounting Officer 
Municipal Manager 
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Approval of Annual Financial Statements 


| am responsible for the preparation of these Annual Financial Statements, which are set out on pages 5 to 48, in terms of 
Section 126(1) of the Municipal Finance Management Act and which | have signed on behalf of the Municipality. 


| certify that the salaries, allowances and benefits of Councillors made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 31 of these Annual Financial Statements are within the upper limits 
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act 
and the Minister of Provincial and Local Government's determination in accordance with this Act. 


The Accounting Officer is responsible for the presentation and fair presentation of these Annual Financial Statements in 
accordance with Generally Recognised Accounting Practice (GRAP) in a manner required by local goverment: Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) including any intepretations, guidelines and directives issued by the 


Accounting Standards Board. 


It is the responsibility of the Accounting Officer to ensure that the Annual Financial Statements fairly present the state of affairs 
of the municipality as at the end of the financial year and the results of its operations and cash flows for the period then ended. 


Municipal Manager: 
Max Mayo 
31 August, 2015 
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Statement of Financial Position as at 30 June 2015 


Figures in Rand 


Assets 


Current Assets 
Inventories 


Other receivables 

VAT receivable 

Prepayments 

Consumer debtors 

Financial assets - investments 
Loans and receivables 

Cash and cash equivalents 


Non-Current Assets 
Investment property 

Property, plant and equipment 
Intangible assets 

Heritage assets 


Total Assets 

Liabilities 

Current Liabilities 

Finance lease obligation 

Payables from exchange transactions 
VAT payable 

Consumer deposits 

Employee benefit obligation 

Unspent conditional grants and receipts 
Provisions 

Short term portion of long term liabilities 


Non-Current Liabilities 
Finance lease obligation 
Employee benefit obligation 
Annuity loan 


Total Liabilities 
Net Assets 


Reserves 
Revaluation reserve 


Accumulated surplus 
Total Net Assets 


*See Note 40 


Note(s) 


oun oO 


11 
50 


12 
13 


14 
15 
16 
17 
18 


12 
15 
18 


2015 


76130 
497 477 


33 967 280 
9 487 572 
399 638 

2 687 362 


47115459 


5 335 395 
58 552 935 
85 461 
98850 

64 072 641 


111 188 100 


410 803 

4 378 972 
2 292 638 
247 766 
448 000 
19 229 810 
7 370 846 
137 426 


34 516 261 


39 315 
10 775 000 


10 814 315 
45 330 576 
65 857 524 


65 857 524 
65 857 524 


2014 
Restated* 


244 114 
497 477 


9 352 

24 997 011 
11 848 205 
447 382 

2 344 512 


40 388 053 


13 917 000 
49172 395 
23298 


63112 693 
103 500 746 


512 087 

8 644 430 
1 233 761 
265 525 
358 000 
15 744 437 
7 906 304 
70 202 


34 734 746 


617 383 
10 370 000 
20 778 


11 008 161 
45 742 907 
57 757 839 


8 581 605 
49176 234 


57 757 839 
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Statement of Financial Performance 


Figures in Rand 


Revenue 
Service charges 
Rental of facilities and equipment 


Other income 

Donations received 

Interest received 

Licences and permits 

Fair value adjustment 

Fines, Penalties and Forfeits 
Property rates 

Property rates - penalties imposed 
Government grants & subsidies 


Total revenue 


Expenditure 


Employee related costs 
Remuneration of councillors 


Depreciation and amortisation 

Impairment loss/ Reversal of impairments 
Finance costs 

Lease rentals on operating lease 

Debt Impairment 

Repairs and maintenance 

Bulk purchases 

Contracted services 

Bank charges 

General Expenses 


Total expenditure 
Operating surplus 


Surplus for the year 


*See Note 40 


Note(s) 


20 
21 
22 


23 


25 
25 
26 


28 
29 
30 
27 
24 


31 


32 
33 


34 


2015 


45351114 
533 684 


1 541 807 
835 418 

2 503 679 
2 521 412 
213 545 

6 449 569 
9 979 452 
2 294 937 
44 264 627 


116 489 244 


(28 939 247) 
(1 547 162) 
(5 518 529) 


(384 926) 


(4 432 303) 
(2 406 555) 
(41 491 713) 
(2 399 180) 
(149 434) 
(16 607 372) 


(103 876 421) 
12 612 823 
12 612 823 


2014 
Restated* 


42 661 733 
269 972 


1 317 773 


2 352112 
3 027 189 


614 925 

9 681 197 
2 369191 
39 412 407 


101 706 499 


(25 169 606) 
(1 902 610) 
(4 449 284) 

(29 727) 
(579 109) 

(3 600) 

(2 313 408) 
(1 334 658) 
(42 361 336) 
753 137 
(145 175) 
(16 006 077) 


(93 541 453) 
8 165 046 
8 165 046 
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Statement of Changes in Net Assets 


Figures in Rand 


Balance at 01 July 2013 
Changes in net assets 
Revaluation surplus 


Net income (losses) recognised directly in net assets 
Surplus for the year 


Total recognised income and expenses for the year 


Total changes 


Opening balance as previously reported 
Adjustments 
Prior year adjustments 


Restated'Balance at 01 July 2014 as restated’ 
Changes in net assets 
Revaluation surplus 


Net income (losses) recognised directly in net assets 
Surplus for the year 


Total recognised income and expenses for the year 


Total changes 
Undefined Difference 


Balance at 30 June 2015 


*See Note 40 


Revaluation 


reserve 


8 581 605 
8 581 605 


8 581 605 
8 581 605 


6 078 750 
6 078 750 


6 078 750 


6 078 750 
(6 078 750) 


Accumulated 


surplus 


41 011188 


8165 046 
8 165 046 
8165 046 


51 637 536 


2 632 
53 244 701 


12 612 823 
12 612 823 
12 612 823 


65 857 524 


Total net 
assets 


41011188 


8 581 605 


8 581 605 
8 165 046 


16 746 651 
16746651 


51 637 536 


2 632 
53 244 701 


6 078 750 


6 078 750 
12 612 823 


18691573 


18 691 573 
(6 078 750) 


65 857 524 
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Cash Flow Statement 


Figures in Rand 


Cash flows from operating activities 


Receipts 

Sale of goods and services 
Grants 

Interest income 

Other receipts 

Licences and permits 


Payments 
Employee costs 
Suppliers 
Finance costs 
Other cash item 


Undefined difference compared to the cash generated from operations note 


Net cash flows from operating activities 


Cash flows from investing activities 


Purchase of property, plant and equipment 

Proceeds from sale of property, plant and equipment 
Purchase of other intangible assets 

Proceeds from sale of other intangible assets 
Purchases of heritage assets 

Proceeds from sale of financial assets - investments 
Purchase of loans and receivables 

Proceeds from sale of loans and receivables 


Net cash flows from investing activities 


Cash flows from financing activities 


Movement in annuity loan 
Finance lease payments 


Net cash flows from financing activities 
Net increase/(decrease) in cash and cash equivalents 


Cash and cash equivalents at the beginning of the year 


Cash and cash equivalents at the end of the year 


*See Note 40 


Note(s) 2015 


57 306 464 
47 650 000 
2 503 679 


2 521 412 
109981555 


(29 610 606) 
(75 361 538) 
(152 746) 
(816 612) 


(105 941 502) 


(3 216 149) 
37 823 904 


10 (1 835 898) 
10 
11 
11 


50 (98 850) 
2 360 633 
47 744 
473 629 


46446 
(1 001 129) 


(954 683) 


342 850 
2 344 512 


8 2 687 362 


2014 
Restated* 


54 982 093 
39 358 000 
2 352112 
1 004 266 
3 027 189 


100 723 660 


(26 328 610) 

(56 546 206) 
(208 638) 
955 533 


(82127921) 


2 
18 595 741 


(9 262 471) 
626 466 
(153 500) 
13 338 


104 065 
(30 039) 


(8 702 141) 


(51 232) 
(3 018 584) 


(3 069 816) 


6 823 784 
(4 479 272) 


2 344 512 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Figures in Rand 


Approved 
budget 


Statement of Financial Performance 


Revenue 


Revenue from exchange 
transactions 


Service charges 

Rental of facilities and equipment 
Licences and permits 

Fair valus adjustment 

Other income 

Interest received- investment 
Gains on disposal of assets 


Total revenue from exchange 
transactions 


Revenue from non-exchange 
transactions 


Taxation revenue 
Property rates 

Property rates - penalties 
imposed 

Donations received 


Transfer revenue 
Government grants & subsidies 
Fines, Penalties and Forfeits 


Total revenue from non- 
exchange transactions 


Total revenue 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Finance costs 

Bad debts written off 
Repairs and maintenance 
Bulk purchases 

Contracted Services 

Bank charges 

Loss on disposal of assets 
General Expenses 


Total expenditure 
Surplus before taxation 


Actual Amount on Comparable 
Basis as Presented in the 
Budget and Actual 
Comparative Statement 


Reconciliation 


54 055 000 
4 410 000 
2 386 000 


139 000 
2741000 
1 500 000 


65 231 000 


12 679 000 
2 639 000 


46 692 000 
320 000 


62 330 000 


127 561 000 


(28 845 000) 
(2 007 000) 
(12 600 000) 
(267 000) 

(8 000 000) 
(2 101 000) 
(49 675 000) 
(6 354 000) 
(140 000) 


(13 885 000) 
(123 874 000) 
3 687 000 
3 687 000 


Adjustments 


4 201 000 
(4 201 000) 
678 000 


569 000 


(1 500 000) 
(253 000) 


(2 179 000) 


4 852 000 
(320 000) 


2 353 000 


2 100 000 


1 421 000 
550 000 
7100 000 


2 000 000 


(200 000) 


10 871 000 
12 971 000 
12 971 000 


Final Budget Actual amounts 
on comparable between final 


58 256 000 
209 000 
3 064 000 


708 000 
2 741 000 


64 978 000 


10 500 000 
2 639 000 


51 544 000 


64 683 000 


129 661 000 


(27 424 000) 
(1 457 000) 
(5 500 000) 

(267 000) 
(6 000 000) 
(2 101 000) 

(49 675 000) 

(6 354 000) 
(140 000) 
(200 000) 

(13 885 000) 

) 


(113 003 000 
16 658 000 
16 658 000 


basis 


45351114 
533 684 

2 521 412 
213 545 

1 541 807 
2 503 679 


52 665 241 


9 979 452 
2 294 937 


835 418 


44 264 627 
6 449 569 


63 824 003 


116 489 244 


(27 332 742) 
(1 553 329) 
(5 518 529) 

(384 926) 
(4 432 303) 
(2 406 555) 

(41 491 713) 

(2 399 180) 
(149 434) 


(16 607 372) 
(102 276 083) 
14 213161 
14 213 161 


Difference 


budget and 
actual 


(12 904 886) 
324 684 
(542 588) 
213 545 
833 807 
(237 321) 


(12 312 759) 


(520 548) 
(344 063) 


835 418 


(7 279 373) 
6 449 569 


(858 997) 


(13 171 756) 


91 258 
(96 329) 
(18 529) 

(117926) 

1 567 697 

(305 555) 

8 183 287 

3 954 820 
(9 434) 

200 000 

(2 722 372) 


10 726 917 
(2 444 839) 
(2 444 839) 


Reference 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Figures in Rand 


Statement of Financial Position 


Assets 


Current Assets 

inventories 

Trade and other receivables 
Consumer debtors 

Financial assets - investments 
Loans and receivables 

Cash and cash equivalents 


Non-Current Assets 
Investment property 

Property, plant and equipment 
Intangible assets 

Heritage assets 


Total Assets 


Liabilities 

Current Liabilities 
Borrowings 

Finance lease obligation 
Payables from exchange 
transactions 

VAT payable 

Consumer deposits 
Employee benefit obligation 
Unspent conditional grants and 
receipts 

Provisions 


Short term portion of long term 
liabilities 


Non-Current Liabilities 
Borrowings 

Employee benefit obligation 
Provisions 

Annuity loan 


Total Liabilities 
Net Assets 
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Approved Adjustments Final Budget Actualamounts Difference Reference 
budget oncomparable between final 
basis budget and 
actual 
235 000 235 000 76130 (158 870) 
477 000 477 000 (477 000) 
21 224 000 7485000 28709000 33967280 5 258 280 
1195 000 10979000 12174 000 9487572 (2686 428) 
597 000 597 000 399 638 (197 362) 
5000000 (3382000) 1618000 2 687 362 1 069 362 
27419000 16391000 43810000 46617982 2 807 982 
5 335 000 5 335 000 5 335 395 395 
49 549 000 8111 000 57660000 58552935 892 935 
85 461 85 461 
98 850 98 850 
54 884 000 8111000 62995000 64072641 1077641 
82303000 24502000 106805000 110 690623 3 885 623 
1633000 (1560000) 73 000 (39 215) (112215) 
410 803 410 803 
21789000 21789000 4378973 (17410027) 
2 292 638 2 292 638 
399 000 (133 000) 266 000 247 766 (18 234) 
448 000 448 000 
19229810 19229810 
10929000 (2596000) 8333000 7 370 846 (962 154) 
137 426 137 426 
12961000 17500000 30461000 34477047 4 016 047 
1129 000 1129 000 (1129 000) 
10775000 10775000 
12348000 12348000 (12 348 000) 
73000 (73 000) 
73000 13404000 13477000 10775000 (2702000) 
13034000 30904000 43938000 45252047 1314047 
69269000 (6402000) 62867000 65438576 2571576 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved Adjustments FinalBudget Actualamounts Difference Reference 
budget oncomparable between final 
basis budget and 

Figures in Rand actual 
Net Assets 
Net Assets Attributable to 
Owners of Controlling Entity 
Reserves 
Revaluation reserve 6 078 750 6 078 750 
Accumulated surplus 69 269 000 (6402000) 62867000 68 226 724 5 359 724 
Undefined Difference (8 866 898) (8 866 898) 
Total Net Assets 69 269 000 (6 402000) 62867 000 74 305 474 11438474 
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MPOFANA MUNICIPALITY 


Annual Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1. Presentation of Annual Financial Statements 

The Annual Financial Statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 53 of 2003). 


These Annual Financial Statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 


A summary of the significant accounting policies, which have been consistently applied in the preparation of these Annual 
Financial Statements, are disclosed below. 


1.1 Presentation currency 
These Annual Financial Statements are presented in South African Rand, which is the functional currency of the municipality. 
1.2 Standards and interpretations effective and adopted in the current year 


In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 


At the reporting date of the municipality, the following standards had been issued but not yet effective: 


Standard Interpretation Effective date 
GRAP 105 Transfers between under control functions entities andcommon 011 July 2015 
GRAP106 Transfers of functions between entities not under commoncontrol 01 July 2015 
GRAP 107 Mergers 01 July 2015 
GRAP106 Transfers of functions between entities not under common control 01 July 2015 


The adoption of the above standards of GRAP did not have a significant impact in the operations of the municipality. 
1.3 Significant judgements and sources of estimation uncertainty 


The preparation of Annual Financial Statements,in conformity with Standards of GRAP requires the use of certain critical 
accounting estimates. It also requires management to exercise judgement in the process of applying the Municipality's 
accounting policies. The areas involving a higher degree of judgement or complexity or areas where assumptions and 
estimates that are significant to the Annual Financial Statements are disclosed in the relevant sections of the Annual Financial 
Statements. Although these estimates are based on management's knowledge of current events and actions they may 
undertake in future, actual results in the future could differ from these estimates which may be material to the Annual Financial 
Statements. Significant judgements include: 


Trade receivables and loans and receivables 


The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 

date. In determining whether an impairment loss should be recorded in surplus or deficit, the municipality makes judgements 
as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a financial 
asset. 


The impairment for trade receivables and loans and receivables is calculated on a portiolio basis, at weighted average 
percentage of 15% based on historical loss ratios, adjusted for national and industry-specific economic conditions and other 
indicators present at the reporting date that correlate with defaults on the porttolio. These annual loss ratios are applied to loan 
balances in the porttolio and scaled to the estimated loss emergence period. 


Consumer debtors are expected to be realised within 12 months after the reporting date. 

Fair value estimation 

The carrying value less impairment provision of trade receivables and payables approximate their fair values. The fair value of 
financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the current market 


interest rate thatis available to the municipality for similar financial instruments. 
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Annual Financial Statements for the year ended 30 June 2015 
Provisions 


Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in the detailed disclosure note 17 - Provisions. 


Allowance for doubtful debts 


On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 


1.4 Investment property 


Investment property is property (land or a building- or part of a building- or both) held to earn rentals or for capital appreciation 
or both, rather than for: 

° use in the production or supply of goods or services; or 

° administrative purposes, or 

* sale in the ordinary course of operations. 


Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 


Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at fair value. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 


All the municipality's properties are held under freehold interest and no investment property has been pledged as security for 
any liabilities of the municipality. 


There are no restrictions on the realisability of investment property or the remittance of revenue and the proceeds of disposal. 
There are no contractual obligations on investment property. 
Valuation of investment property was done by an independent valuer and the valuation certificates were issued effective 
August 2015. The valuations are performed on an annual basis. The valuation conforms to international standards and is 
arrived at by reference to market evidence of transaction prices for similar properties. 
No impairment losses have been recognized on investment property at the reporting date. 
1.5 Property, plant and equipment 
Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 
The cost of an item of property, plant and equipment is recognised as an asset when: 
it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 
the cost of the item can be measured reliably. 
Property, plant and equipment is initially measured at cost. 
The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 


rebates are deducted in arriving at the cost. 


Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 
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Accounting Policies 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 


Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 


Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 


Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 


Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 


Property, plant and equipmentis carried at cost less accumulated depreciation and any impairment losses. 


Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except for 
investment property which is carried at revalued amount being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 


When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 


Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 


Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset. 


The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 


Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 


Property, plant and equipmentis carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


Item Average useful life 
Land Indefinate 
Buildings 5- 25 years 

Plant and machinery 3-10 years 
Furniture and fixtures 3- 5 years 
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Accounting Policies 


Office equipment 3- 5 years 

Computer equipment 3- 5 years 

Landfill site 5 years 

Finance lease assets 

¢ Office furniture 5 years 
Transport 3- 5 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 


Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 


Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash 
fiows on these assets are included in cash fiows from operating activities in the cash fiow statement. 


1.6 Site restoration and dismantling cost 


The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such 
obligations are referred to as 'decommissioning, restoration and similar liabilities'. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which the municipality incurs either when the item is acquired or as a consequence of having 
used the item during a particular period for purposes other than to produce inventories during that period. 


If the related asset is measured using the cost model: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current 
period; 

(b) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the 
asset is tested for impairment by estimating its recoverable amount or recoverable service amount, and any 
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets 
and/or impairment of non-cash-generating assets. 


The municipality has a landfill site which it is obligated to rehabilitate at the end of its useful life. 
1.7 Intangible assets 


An asset is identifiable if it either: 
is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 
arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 
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Accounting Policies 


An intangible asset is recognised when: 
° it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 
the cost or fair value of the asset can be measured reliably. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
atits fair value as at that date. 


An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

it is technically feasible to complete the asset so that it will be available for use or sale. 

° there is anintention to complete and use or sell it. 

° there is an ability to use or sell it. 
it will generate probable future economic benefits or service potential. 

7 there are available technical, financial and other resources to complete the development and to use or sell the 
asset 
the expenditure attributable to the asset during its development can be measured reliably. 


An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 


The useful lives of the intangible assets remains unchanged from the previous year. The amortisation period and the 
amortisation method for intangible assets are reviewed at each reporting date. The municipality amortises all its intangible 
assets and none of these assets are regarded as having indefinate useful lives 


Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 


No impairment losses have been recognised on the intanible assets of the municipality at the reporting date. 
Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


Item Useful life 
Computer software, other 3 years 


Intangible assets are derecognised: 
on disposal; or 
° when no future economic benefits or service potential are expected from its use or disposal. 


1.8 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 


The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility. 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 


Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's statement of 
financial position. 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm's length transaction. 
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Accounting Policies 


A financial asset is: 
. cash; 
a residual interest of another entity; or 
° a contractual right to: 
receive cash or another financial asset from another entity; or 
exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 
A financial liability is any liability that is a contractual obligation to: 
° deliver cash or another financial asset to another entity; or 
° exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 
Loan commitmentis a firm commitment to provide credit under pre-specified terms and conditions. 
Loans payable are financial liabilities, other than short-term payables on normal credit terms. 
A financial asset is past due when a counterparty has failed to make a payment when contractually due. 
1.9 Leases 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 


When a lease includes both land and buildings elements, the municipality assesses the classification of each element 
separately. 


Finance leases lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 
Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 


Any contingent rents are expensed in the period in which they are incurred. 


Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies 
applicable to property, plant and equipment. 


Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 


Any contingent rents are expensed in the period in which they are incurred. 
1.10 Inventories 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realisable value. 
Inventories are measured at the lower of cost and current replacement cost where they are held for; 
° distribution at no charge or for a nominal charge; or 


* consumption in the production process of goods to be distributed at no charge or for a nominal charge. 


Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 
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Accounting Policies 


Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 


The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 


The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 


When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 


1.11 Employee benefits 
Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 


A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity's own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either: 
° the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 
e the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 


Termination benefits are employee benefits payable as a result of either: 
° an entity's decision to terminate an employee's employment before the normal retirement date; or 
° an employee's decision to accept voluntary redundancy in exchange for those benefits. 


Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 


Vested employee benefits are employee benefits that are not conditional on future employment. 


Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 


A constructive obligation is an obligation that derives from an entity's actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 
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Post-employment benefits: Defined contribution plans 


Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior periods. 


When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payable to 
a defined contribution plan in exchange for that service: 
* as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 
as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 


Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 


1.12 Provisions and contingencies 
Provisions are recognised when: 
the municipality has a present obligation as a result of a past event; 
it is probable that an outliow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 
¢ — areliable estimate can be made of the obligation. 


The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
financial period end. 


Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 


If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 


Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the relevant notes to the 
financial statements. 


1.13 Revenue from exchange transactions 


Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 


Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered / 
goods sold, the value of which approximates the consideration received or receivable. 


Measurement 


Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts, volume rebates and 
value-added taxes (VAT). 


Sale of goods 
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Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

¢ the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

¢ the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 
the amount of revenue can be measured reliably; 

7 it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

e the costs incurred or to be incurred in respect of the transaction can be measured reliably. 


Rendering of services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

¢ the amount of revenue can be measured reliably; 

° it is probable that the economic benefits or service potential associated with the transaction will flow to the 

municipality; 
¢ — the stage of completion of the transaction at the reporting date can be measured reliably; and 
¢ the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 


When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 


Interest 


Interest is recognised, in surplus or deficit, using the effective interest rate method. 


1.14 Revenue from non exchange 


Non-exchange transactions are defined as transactions where the municipality receives value from another entity without 
directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 


Measurement 


Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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Rates, including collection charges and penalties interest 


Revenue from rates, including collection charges and penalty interest, is recognised when: 
° it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 
the amount of the revenue can be measured reliably; and 
° there has been compliance with the relevant legal requirements. 


Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made to 
rates revenue, based on a time proportion basis. Adjustments to rates revenue already recognised are processed or additional 
rates revenue is recognised. 
Fines 
Revenue from the issuing of fines is recognised when: 
it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 
¢ — the amount of the revenue can be measured reliably. 
Government grants 
Government grants are recognised as revenue when: 
° it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality, 
the amount of the revenue can be measured reliably, and 
¢ to the extent that there has been compliance with any restrictions associated with the grant. 
Other grants and donations 
Other grants and donations are recognised as revenue when: 
° it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 
the amount of the revenue can be measured reliably; and 
to the extent that there has been compliance with any restrictions associated with the grant. 


Donations are measured at the fair value of the consideration received or receivable when the amount of the revenue can be 
measured reliably. 


If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a 
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied. 


1.15 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 
Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.16 Commitments 


Commitments are not recognised. Commitments are disclosed in the notes to the Annual Financial Statement. A commitment 
is disclosed unless the possibility of an outflow of resources embodying economic benefit is remote. 


1.17 Comparative figures 


Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 
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1.18 Expenditure 


Expenses are decreases in economic benefits or service potential during the reporting period in the form of outflows or 
consumption of assets orincurrences of iabilitiesthat result ina decrease in net assets. 


An expense is recognised in the municipality's Statement of Financial Performance when the following criteria is satisfied: 
The cost or value may involve estimation. Where an item possesses the essential characteristics of an expense but fails to 
meet the criteria for recognition, it is disclosed in the note; and: 


All expenditure has been dealt with in terms of the above definition and recognition criteria The cost or value may involve 
estimation. 


Expenses are generally accounted for on an accrual basis at fair value. Fair value is the amount for which an asset could be 
exchanged or a liability settled between knowledgeable and willin parties in an arm's length transaction. Under the accrual 
basis of accounting, expenses are recognised as incurred when goods are received or services are consumed. This may not 
be when goods are paid for. 


Unauthorised expenditure means: 
*  overspending of a vote ora main division within a vote; and 
° expenditure not in accordance with the purpose ofa vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 


All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.19 Fruitless and wasteful expenditure 


Fruitless and wasteful expenditure means expenditure which was incurred which does not result in future economic benefits 
flowing to the municipality and would have been avoided had reasonable care been exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.20 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure 
is accounted for as expenditure in the statement of financial performance and where recovered, it is subsequently accounted 
for as revenue in the statement of financial performance. 


1.21 Housing subsidies 


The municipality provides post-retirement housing subsidies for qualifying staff members. The payment of these subsidies is 
reflected as expenditure in the statement of financial performance. 


1.22 Gratuities 


The municipality provides gratuities for qualifying staff members in terms of the relevant conditions of employment. The 
expenditure is recognised in the statement of financial performance when the gratuity is paid. 


1.23 Related parties 
The municipality has processes and controls in place to aid in the identification of related parties. A related party is a person or 
an entity with the ability to control or jointly control the other party or exercise significant influence over the other party, or vice 


versa, or an entity that is subject to common control, or joint control. Related party relationships where control exists are 
disclosed regardless of whether any transactions took place between the parties during the reporting period. 
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1.24 Going concern 


The financial statements have been prepared on the assumption that the municipality will continue to operate as a going 
concern for at least the next 12 months. 


1.25 Budget information 


Municipalities are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), 
which is given effect through authorising legislation, appropriation or similar. 


General purpose financial reporting by the municipality shall provide information on whether resources were obtained and used 
in accordance with the legally adopted budget. 


The annual financial statements and the budget are on the same basis of accounting therefore a reconciliation with the 
budgeted amounts for the reporting period have been included in the Annual Financial Statements. 


Comparative information is not required. 


Deviations between budget and actual amounts are regarded as material differences when a 10% deviation exists. All material 
differences are explained in the relevant Notes to the Annual Financial Statements. 
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2. Inventories 


Consumable stores 76130 244 114 


3. VAT receivable 
4. Other receivables 


Sundry debtors 497 477 497 477 


Sundry debtors relate to the following: 
- Salary overpayment made to Council and it relate to prior years. 
5. Loans and receivables 


Current assets 
Loans and receivables 399 638 447 382 


6. Receivables from exchange transactions 


Receivables from exchange consists of Consumer debtors 
Gross balances 


Rates 30160382 20881 241 
Electricity 5 622 682 4172 282 
Refuse 10839144 6 538 053 
Sundry debtors 27678872 29485953 


74 301 080 61 077 529 


Less: Allowance for impairment 


Rates (13713 492) (12 181 259) 
Electricity (1210014) (1205604) 
Refuse (4436718) (3 814 032) 
Sundry debtors (20 973 576) (18 879 623) 


(40 333 800) (36 080 518) 


Net balance 
Rates 16 446 890 8 699 982 
Electricity 4 412 668 2 966 678 
Refuse 6 402 426 2 724 021 
Sundry debtors 6 705 296 10 606 330 
33 967 280 24 997 011 
Rates 
Current (0 -30 days) 15 973 691 545 
31-60 days 655 939 441192 
61 - 90 days 931 036 398 871 
91 - 120 days 6 872 750 7 168 374 


8 475 698 8 699 982 
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6. Receivables from exchange transactions (continued) 


Electricity 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91- 120 days 


Refuse 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 


Other (specify) 
Current (0 -30 days) 
31-60 days 

61 -90 days 

91 plus days 


Reconciliation of allowance for impairment 


Balance at beginning of the year 
Contributions to allowance 


Consumer debtors past due but not impaired 


2015 2014 
874 464 727 198 
225 992 363 640 
114 962 270 388 
1 823 832 698 793 
3 039 250 2 060 019 
244 877 211 812 
228 693 194 735 
223 448 189 128 
4550 010 2 128 346 
5 247 028 2 724 021 
462 855 390 079 
406117 384 212 
393 195 376 013 
10 615 315 11134 754 
11 877 482 12 285 058 


(36 080 518) 
(4 253 282) 


(40 333 800) 


(34 166 987) 
(1913531) 


(36 080 518) 


Consumer debtors which are less than 3 months past due are not considered to be impaired.As per the review of the debtors 
database some debtors that are above 3 months were not considered to be doubtful. At 30 June 2015, R2,703,843- (2014: 


R2,223,536 -). 


Consumer debtors impaired 


As of 30 June 2015, consumer debtors of (R40,333,800)- (2014: R 36 080 518) were impaired and provided for. 


7. Financial assets Investments 


Call investments 

FNB Investment call account- 62187203957 
FNB Investment call account- 62237621760 
ABSA Investment account- 6303799366 
FNB Investment Call account- 62172488085 
FNB Investment call account -62141712001 
FNB Investment call account- 62172498183 
FNB Investment call account- 62134172890 
FNB Investment call account- 62172493935 
FNB Investment call account- 62036716746 
FNB Investment call accont- 62173946040 
FNB Investment call account - 62066847553 
FNB Investment call account 

FNB Investment call accont 


7 418 874 
10 257 
961 272 
583 197 
11170 
236 515 
101 376 
88860 
39799 
34065 
2187 
(79) 
79 


9 487 572 
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7. Financial assets- Investments (continued) 


8. Cash and cash equivalents 
Cash and cash equivalents consist of: 


Cash on hand 
Bank balances 


The municipality had the following bank accounts 


Account number I description Bank statement balances 


2015 2014 

800 800 
2 686 562 2 343 712 
2 687 362 2 344 512 


Cash book balances 


30 June 2015 30 June 2014 30 June 2013 30 June 2015 30 June 2014 30 June 2013 


First National Bank Limited - 2 560 694 2 052 318 5 198 369 
Mooi River branch - Public 
sector current account -Account 
number53050399907 
First National Bank Limited - 198 351 337 243 55969 
Mooi River branch - Public 
sector current account- Account 
number62101108034 
Total 2 759 045 2 389 561 5 254 338 
9. Investment property 
2015 
Cost I Accumulated Carrying value 
Valuation depreciation 
and 
accumulated 
impairment 
Investment property 5 335 395 5 335 395 
Reconciliation of investment property- 2015 
Opening 
balance 
Investment property 13 917 000 


Fair value of investment properties 


2488211 1310809 4536041 
198 351 337 243 55 969 
2 686 562 1 648 052 4 592 010 
2014 
Cost I Accumulated Carrying value 
Valuation depreciation 
and 
accumulated 
impairment 
13 917 000 13 917 000 
Difference Fair value Total 
adjustments 
(6078750) (2502 855) 5 335 395 
19 995 750 13 917 000 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 


inspection at the registered office of the municipality. 


Restrictions on the realisability of investment property or the remittance of revenue and proceeds of disposal are as follows: 


Contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or enhancements is 


as follows: 
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9. Investment property (continued) 


In the exceptional cases when the municipality have to measure investment property using the cost model in the Standard of 
GRAP on Property. Plant and Equipment when the municipality subsequently uses the fair value measurement, disclose the 
following: 
° a description of the investment property, 
° an explanation of why fair value cannot be determined reliably, 
° if possible, the range of estimates within which fair value is highly likely to lie, and 
° on disposal of investment property not carried at fair value: 
the fact that the entity has disposed of investment property not carried at fair value, 
the carrying amount of that investment property at the time of sale, and 
the amount of gain or loss recognised. 


10. Property, plant and equipment 


2015 2014 
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value 
Valuation depreciation Valuation depreciation 
and and 
accumulated accumulated 
impairment impairment 
Land 3 318 590 3 318 590 3 318 590 3 318 590 
Buildings 6 483 755 (5 259 765) 1 223 990 6 406 377 (5 020 940) 1 385 437 
Infrastructure 85478684 (48848643) 36630041 83025772 (48127242) 34 898 530 
Other property, plant and 6576150 (3 184 634) 3 391 516 4 586 192 (3 507 897) 1078 295 
equipment 
Capital work in progress 11 458 928 11 458 928 4 758 917 4758 917 
Finance lease assets 7079 921 (5 466 376) 1613 545 7070189 (4 743 633) 2 326 556 
Landfill site 7 009 482 (6 093 157) 916 325 7 031 082 (5 625 012) 1 406 070 
Total 127 405510 (68852575) 58552935 116197119 (67024724) 49172 395 


Reconciliation of property, plant and equipment- 2015 


Opening Difference Additions Transfers Transfers Other Depreci 
balance received changes, 
movements 
Land 3 318 590 
Buildings 1 385 437 (4 907) 75 446 879 (23 
Infrastructure 34 898 530 (9 066 041) 2 507 412 2470169 (3 21 
Other property, plant and 1078 295 213011 1 760 452 1 200 832 (83 
equipment 
Capital work in progress 4758 917 9 207 423 (2 507 412) 
Finance lease assets 2 326 556 9 732 (72 
Landfill site 1 406 070 (21 598) (46 
49 172 395 (8 857 937) 1 845 630 9 207 423 3 650 282 (5 47 
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10. Property, plant and equipment (continued) 
Reconciliation of property, plant and equipment- 2014 
Opening Additions Disposals Transfers Other Depreciation Impair" 
balance changes, los 
movements 
Land 3318590 
Buildings 1 697 582 (289 540) (2 
Infrastructure 22916163 (60600) 16 337 299 (2525028) (1763019) s 
Other property, plant and 1 601 334 761 838 (565 866) (161 963) (556 211) 
equipment 
Capital work in progress 12 595 583 8 500 633 (16 337 299) 
Finance lease assets 3596136 (1 269 580) 
Landfill site 1874117 (2) (468 045) 
47 599 505 9 262 471 (626 466) (2 686 993) (4346 395) (2 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 


inspection at the registered office of the municipality. 


11. Intangible assets 
2015 2014 
Cost/ Accumulated Carrying value Cost / Accumulated Carrying value 
Valuation amortisation Valuation amortisation 
and and 
accumulated accumulated 
impairment impairment 
Computer software, other 24 113 61 348 85 461 289 696 (266 398) 23298 
Reconciliation of intangible assets - 2015 
Opening Other Amortisation Total 
balance changes, 
movements 
Computer software, other 23 298 69 919 (7756) 85 461 
Reconciliation of intangible assets - 2014 
Opening Additions Disposals Other Amortisation Impairment Tot 
balance changes, Joss 
movements 
Computer software, other 55908 153500 (13338) (69919) (89534) (13319) 2 


28 


MPOFANA MUNICIPALITY 


Annual Financial Statements for the year ended 30 June 2015 


Notes to the Annual Financial Statements 
Figures in Rand 2015 2014 


12. Finance lease obligation 


Minimum lease payments due 


-within one year 939 228 1 217 805 
- in second to fifth year inclusive 89 896 1058201 

1 029 124 2 276 006 
less: future finance charges and Maintanance (579106) (1 146 536) 
Present value of minimum lease payments 450 018 1129 470 


Present value of minimum lease payments due 
-within one year 410 803 512 087 
- in second to fifth year inclusive 39 215 617 382 


450 018 1129 469 


The average lease term is 5 years. Interest rates are linked to prime for printers and prime less 2% for motor vehicles, at the 
contract date. Contingent rents have been recognised as an expense in the statement of financial performance. 


13. Payables from exchange transactions 


Trade payables 364 209 1 889 659 
Accruals 348 517 1 928 081 
Debtor payments received in advance 3 033 133 4193 577 
Accruals - uMgungundlovu District Municipality 605 385 605 385 
Unallocated receipts 27 728 27 728 


4 378 972 8 644 430 


Trade payables are normally settled within 30 days. 


14. Consumer deposits 


Electricity 247 766 221 074 
Other 44 451 
247 766 265 525 


Interest is not paid to consumers when deposits are refunded and hence it is not accrued on consumer deposits value. 
15. Employee benefit obligations 

Defined benefit plan 

Post retirement medical aid plan 

The Council operates a defined medical aid benefit scheme for the benefit of its qualifying employees. 


Post-retirement medical aid benefits are offered to qualifying employees by subsidising a portion of the medical aid contribution 
after retirement. 


The municipality is committed to pay subsidies broadly as follows: 

- 60% to current employees 

- 60%/100% to current continuation retirees 

- Widow(er)s and orphans of current employees are entitled to continue at 60% or 100%, the subsidy upon the death of the 
pensioner. 


Long service bonus awards 
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15. Employee benefit obligations (continued) 

The long service bonus awards consist of an obligation to pay out bonus in the year of the employee attaining the required 
service. This obligation represents a liability to the municipality and the value is represented by the present value of the total 
long service bonus awards expected to become payable under the municipality's current policy. 

The municipality offers bonuses for every five years of completed service from ten years to forty five years. Long service 
accumulated leave must be taken within one year of receiving such leave or may be wholly or partially cashed. It has been 
assumed that in all cases, employees choose to exercise the option to wholly convert their accumulated leave days bonus into 
cash. 


The most recent actuarial valuation was performed for the above mentioned obligations on 30 June 2015 by One Pangaea 
Financial using Projected Unit Credit Method. 


The full obligation has been recognised as at the date of the statement of financial position. 


The aggregate amounts recognised in the statement of financial position are as follows: 


Carrying value 


Opening balance (10 728 000) (9 298 000) 
Current service cast (734 000) (690 000) 
Interest cost (999 000) (661 000) 
Benefit payments 448 000 358 000 
ACtuarial gain /(losses) 790 000 (437 000) 


(11 223000) (10728 000) 


Non current liabilities (10 775 000) (10 370 000) 
Current liabilities (448 000) (358 000) 


(11 223 000) (10 728 000) 


Net expense recognised in the statement of financial performance 


Current service cost 734 000 690 000 
Interest cost 999 000 661 000 
Benefit payments (448 000) (358 000) 
Actuarial (gain) /losses (790 000) 437 000 


495 000 1 430 000 


5.1. Post retirement medical aid 


Opening balance (9 562 000) (8 156 000) 
Current service cost (556 000) (525 000) 
Interest cost (904 000) (581 000) 
Benefit payments 345 000 274 000 
Actuarial gains/(losses) 715 000 (574 000) 


(9962000) (9 562 000) 


Non current liabilities (9 617 000) (9 288 000) 
Current liabilities (345 000) (274 000) 


(9962000) (9 562000) 
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15. Employee benefit obligations (continued) 


Net expense recognised in the statement of financial performance 


Current service costs 556 000 
Interest costs 904 000 
Actuarial gains/(losses) (715 000) 
Benefit payments (345 000) 
400 000 


5.2. Long service bonus awards 


Opening balance (1 166 000) 
Current service cost (178 000) 
Interest cost (95 000) 
Benefit payments 103 000 
Actuarial gains/(losses) 75 000 

(1 261 000) 
Non current liabilities (1 158 000) 
Current liabilities (103 000) 

(1 261 000) 


Net expense recognised in the statement of financial performance 


Current service cost 178 000 
Interest cost 95000 
Actuarial (gains) /losses (75 000) 
Curtailment or settlement (103 000) 
95 000 


2014 


525 000 
581 000 
574 000 
(274 000) 


1 406 000 


(1142 000) 
(165 000) 
(80 000) 
84000 
137 000 


(1166000) 


(1 082000) 
(84 000) 


(1 166 000) 


165 000 

80000 
(137 000) 
(84 000) 


24000 


The municipality became aware of the above obligations in the current year. They were previously not recognised. Refer note 


40. 
Key assumptions used 


Assumptions used at the reporting date: 


Discount rates used 9.37% 

Health care cost inflation rate 8.39% 
Consumer price index 6.89% 
Retirement age 

Female 63 
Male 63 
Number of eligible members 70 
Number of pensioners 9 


Other assumptions - post retirement medical aid 


9.63% 
8.66% 
7.16% 


63 
63 


Assumed healthcare cost trends rates have a significant effect on the amounts recognised in surplus or deficit. A one 


percentage point change in assumed healthcare cost trends rates would have the following effects: 
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15. Employee benefit obligations (continued) 


One One 
percentage percentage 
point increase point 


decrease 
Effect on the aggregate of the service cost and the interest cost 1 876 000 1 197 000 
Effect on defined benefit obligation 11 994 000 8 400 000 


13 870 000 9 597 000 


Other assumptions - long service bonus awards 


The valuation bases assumed that the salary inflation rate ( which manifest its self as an annual increase in employees' 
salaries which determine the bonuses payable) will be 0,09% less than the corresponding discount rate, in the long term. The 
effect of 1% increase and decrease in the salary inflation rate is as follows: 


One One 
percentage percentage 
point increase point 


decrease 
Effect on the aggregate of the service cost and the interest cost 287 000 133 000 
Effect on the employee benefit obligation 1 388 000 1150 000 


1675 000 1 283 000 


Defined contribution plan 


Certain municipal councillors and employees belong to The Natal Joint Municipal Pension Fund (Superannuation) and The 
Natal Joint Municipal Pension Fund (Retirement) which are administered by the Province. 


These schemes cannot be broken down per municipality, as they are considered to be multi-employer schemes and hence 
are treated as defined contribution schemes by the municipality. Information from the schemes as a whole is included below. 


Municipal employees are also members of the KwaZulu Natal Joint Municipal Provident Fund, South African Local Authorities 
(SALA) Provident and Retirement Funds. All contributions have been included in the employee related cost note. 


SUPERANNUATION FUND 


As at 31 March 2012 (the last date of valuation), the actuarial value of total assets was R 121,7 million more than the actuarial 
value of liabilities for service of members to that date and for pensioners, made up as follows: 


- Surplus of R 210 million in respect of pensioners (funding level 119,4%) 

- Deficit of R 88,3 million in respect of members ( funding level 95%) 

-The fund was thus 104% funded 

- The fund did not hold an investment reserve 

-The total contribution rate payable,including the surcharge by and on behalf of members,exceeded that required for future 
service by 1,41 % of members pensionable emoluments 

-An additional contribution by way of a surcharge amounting to 6% of salaries is currently in place to fund the deficit. The 
surcharge have been reduce to 4,5% with effect from 1 July 2007 


RETIREMENT FUND 


As at 31 March 2012 (the last date of valuation), the actuarial value of total assets was R 140,9 million more that the actuarial 
value of liabilities for services of members to that date and for pensioners made up as follows: 

- Surplus of R 63,4 million in respect of pensioners ( funding level 116,2% ) 

- Deficit of R204,3 million in respect of members ( funding level 73%) 

-The fund was thus 87,7% funded 

-The fund did not hold an investment reserve 

-The total contribution rate payable (including the surcharge of 14% payable jointly by pre-1 July 2002 members and their 
employers on their behalf) exceeded that required for future service by 12,59% of members’ pensionable emoluments. This 
should be sufficient, provided that salary increases do not exceed CPIX plus 0,5 %. 
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16. Unspent conditional grants and receipts 


Unspent conditional grants and receipts comprises of: 


Cragieburn housing project grant 5 840 388 5 840 388 

Expanded Public Works Programme Grant 120 941 2155 
Financial management grant 15 
Municipal Assistance Grant- Small Town grant 5 000 000 

Municipal Infrastructure Grant 1 733 398 
Townview housing project grant 8 168 481 8 168 481 

Enviromental Affairs Grant 100 000 


19 229 810 15744437 


The nature and extent of government grants recognised in the Annual Financial Statements and an indication of other forms of 
government assistance from which the municipality has directly benefited; and 


Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 


See note for reconciliation of grants from National/Provincial Government. 


Municipal Systems Improvement Grant 


Balance at the beginning of the year 252 011 
Additions during the year 934 000 890 000 
Income recognition during the year (934000) (1142011) 


Municipal Assistance Grant 


Balance at the beginning of the year 862 577 

Additions during the year 5 000 000 

Income recognition during the year (862 577) 
5 000 000 


Townview housing project grant 


Balance at the beginning of the year 8168 481 8168 481 


Cragieburn housing project grant 


Balance at the beginning of the year 5 840 388 5 955 679 
Income recognition during the year (115291) 


5 840 388 5 840 388 


Financialmanagement grant 


Balance at the beginning of the year 15 268 712 
Additions during the year 1 800 000 1 650 000 
Income recognition during the year (1800015) (1918697) 

15 


Unspent grant 8 


Undefined Difference 100 000 
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16. Unspent conditional grants and receipts (continued) 


Enviromental Affairs Grant 


Additions during the year 100 000 


Municipal Infrastructure Grant 


Balance at the beginning of the year 1 733 398 
Additions during the year 9 830 000 11621000 
Income recognition during the year (9 830 398) (9887 602) 
Transferred to Equitable Shares (1 733 000) 
1 733 398 

Intergrated National Electrification Program 
Additions during the year 5 000 000 
Income recognition during the year (5 000 000) 
Expanded Public Works Programme grant 
Balance at the beginning of the year 2 155 161 713 
Additions during the year 1 000 000 1 000 000 
Income recognition during the year (881 214) (1159 558) 

120941 2155 
Sports and recreation grant 
Balance at the beginning of the year 116000 
Additions during the year 150 000 
Income recognition during the year (266 000) 
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17. Provisions 


Reconciliation of provisions * 2015 


Opening Additions Utilised Total 
Balance during the 
year 
Provision for landfill site 5 809 080 (403 579) 5 405 501 
Provision for leave pay 2 097 224 139 489 2 236 713 
7906 304 139 489 (403 579) 7 642 214 
Reconciliation of provisions:-2014 
Opening Additions Total 
Balance 
Provision for landfill site 5 781 998 27 082 5 809 080 
Provision for leave pay 2 097 224 2 097 224 
7 879 222 27 082 7 906 304 


Landfill site 

The landfill site provision is raised for the rehabilitation of the waste disposal site to its original state once the site has reached 
the end of its useful life. This is expected to be paid by 30 June 2017. 

A discounting factor based on prime interest and adjustment for municipal specific risk was applied. 

Leave pay 

The leave pay provision is accrued at the Basic Conditions of Employment Act rate and is accumulated to a maximum of 48 
days per employee. 


18. Annuity loan 


Annuity Loans 


DBSA Loans 137 426 90 980 
Less: Current portion transferred to current liabilities (137 426) (70 202) 
Long term portion 20 778 


The municipality received five loans from the Development Bank of Southern Africa (DBSA) to fund water, electricity and 
sewerage expenditure.The terms of the loans vary between forty to sixty years. Each loan has a fixed interest rate however, all 
loans have different fixed interest rates. Interest rates are between 14,50% to 16,32% per annum, payable every six months. 


Three of the five loans received were recoverable from uMgungundlovu District Municipality as the water and sanitation 
function was ceded to the District Municipality . - 


19. Revenue 


Fines, Penalties and Forfeits 6 449 569 614 925 
Government grants & subsidies 44 264 627 39 412 407 
Interest received * investment 2 503 679 2352112 
Licences and permits 2521412 3 027 189 
Other income 1541 807 1317773 
Fair value adjustment 213 545 

Property rates 9 979 452 9 681 197 
Property rates * penalties imposed 2 294 937 2 369 191 
Rental of facilities and equipment 533 684 269 972 
Donations received 835 418 

Service charges 45 351114 42 661 733 


116 489 244 101 706 499 
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19. Revenue (continued) 


The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Interest received- investment 

Licences and permits 

Other income 

Fair value adjustment 

Rental of facilities and equipment 

Service charges 


The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 

Donations received 

Property rates- penalties imposed 

Property rates 

Transfer revenue 

Government grants & subsidies 

Fines, Penalties and Forfeits 


20. Service charges 


Refuse removal 
Sale of electricity 


21. Rental income 


Premises 
Premises 
Venue hire 


22. Other income 


Other income 

Income from N3TC 

Reversal/(Increase) in landfill site provision 
Other income 5 


23. Investment revenue 


Interest revenue 

Bank 

Interest charged on consumer debtors 
Interest received - other 
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2015 2014 
2 503 679 2352112 
2521 412 3 027 189 
1 541 807 1 317773 
213 545 
533 684 269 972 
45351114 42661 733 
52 665 241 49 628 779 
835 418 
2 294 937 2 369 191 
9 979 452 9 681 197 
44 264627 39412 407 
6 449 569 614 925 
63 824003 52077720 
2 727 594 2 677106 
42 623520 39 984 627 
45351114 42 661 733 
515 593 241 529 
18 091 28 443 
533 684 269 972 
258 158 1017111 
640 819 327744 
543 980 (27 082) 
98 850 
1541 807 1 317773 
503 028 420 468 
1 833 513 1681 171 
167 138 250 473 
2 503 679 D351 
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24. Finance costs 


Interest on finance leases 

Interest on bank overdraft 

Interest on non-current borrowings 
Interest on overdue accounts 
Provision for landfill site (unwinding) 
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2015 


232 180 


12 345 


140 401 
384 926 


2014 


370 471 


20 356 
161 200 
27 082 


579 109 
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25. Property rates 
Rates received 


Commercial 

Communal property land 

Hospitality and tourism 

Municipal 

Public benefit organisation 
Residential 

State 

Less: Income forgone (Rate Rebate) 


Property rates - penalties imposed 


Valuations 


2015 


2 297179 
199 992 

1 027 293 
6 108 593 
611 841 

7 424 384 
197 701 

(7 887 531) 


10 111519 
2 294 937 


12 274 389 


2014 


2 293 247 
189 661 
959 795 

5 795 356 
612 441 
7 202 667 
101 207 
(7 473 177) 


9 681 197 
2 369 191 


12 050 388 


Valuations on land and buildings are performed every four years. The last general valuation came into effect on 01 July 2012. 


Rebates of 30% were granted to rates on residential properties, 55% on agricultural properties, 30% on public service 
infrastructure and 20% on public benefit organisation. In the 2011/2012 year rebates of 30% were granted to rates on 


residentail, 55% agricultural properties. 
Rates are levied on a monthly basis. 
Rates are levied on the following properties as per the valuation roll: 


Property valuations 


Agricultural 

Agricultural smallholding 

Business and commercial 
Communal property and land reform 
Industrial 

Municipal 

Place of worship 

Public benefit organisation 

Public service infrastructure 
Residential and Residential hospitality 
Sectional title - Commercial 
Sectional title - Residential 

State 

State owned 

Tourism and hospitality 
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150 100 000 
198 645 000 
70 820 000 
2 260 000 
10 888 000 
24 850 000 
121 945 000 
23 753 000 
908 446 700 
2 200 000 

8 030 000 
91 100 000 
55 732 000 
121635000 


1 848 116 000 1 822 916 000 


103 950 000 
194 049 000 
70 820 000 
2 100 000 

9 284 000 
23 550 000 
148 460 000 
27 023 200 
755 903 900 
2 200 000 

6 580 000 
90 780 000 
28 856 000 
154335000 


3 638 520 700 3 440 807 100 
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26. Government grants and subsidies included in revenue 


Operating grants 

Equitable share 

Finance management grant (FMG) 
Intergrated National Electrical Program 
LGSETA 

Provincial Library subsidy 

Municipal system improvement grant (MSIG) 
Museum grant 

Extended Public Works Program 
Small town grant 

Sports and recreation subsidy 


Capital grants 
Cragieburn housing project grant 
Municipal infrastructure grant (MIG) 


Equitable share 


2015 


24 807 000 
1 800 015 
5 000 000 


710 000 
934 000 
302 000 
881 214 


34 434 229 


9 830 398 
9 830 398 
44 264 627 


2014 


23 278 000 
1918697 


13 074 
825 000 
1142 011 
284 000 
997 845 
862 577 
266 000 


28 458 627 


115 291 
9 709 912 


9 709 912 
39 412 407 


In terms of the Section 227 of the Constitution, this grant is used to subsidise the provision of basic services to indigent 
community members. The Equitable share grant also provides funding for the municipality to deliver free basic services to poor 


households and to subsidise the cost of administration and other core services for the municipality. 


Museum subsidy 


This subsidy has been granted to the municipality for operational upkeep of the museum in the area. 


Municipal infrastructure grant (MIG) 


This grant is used to address backlogs in municipal infrastructure required for the provision of basic services. 


Expanded public works programme (EPWP) 


This subsidy is provided by the Department of Public Works to assist with the alleviation of poverty in the municipal area by 


providing temporary employment for the unemployed. 


Small town grant 


This subsidy is provided by the Department of Cooperative Governance and Traditional Affairs to perform feasibility studies 


with a view of developing the town by improving its economic state and attracting investment. 


27. Impairment of assets 


Impairments 
Property, plant and equipment 


Reversal of impairments 
Property, plant and equipment 


The reversal of impairment was on Infrustrusture due to the Municipality having 


commenced projects to renew the infrustructure. 


Total impairment losses (recognised) reversed 


(9 014 059) 


(9 014 059) 


29 727 


29 727 


Impairment losses are calculated based on the result of a physical verification conducted during which a condition assessment 


is performed. 
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28. Employee related costs 
Acting allowances 198 243 48 643 
Basic 17 843 938 15 873 017 
Bonus 1 285 051 1 034 733 
Cellphone allowances 26 050 36 300 
Defined contribution plans 3 480 395 3 283 280 
Housing benefits and allowances 103 520 82 640 
Leave pay provision charge 139 489 399 349 
Long service awards 495 000 298 000 
Medicalaid - company contributions 1 397 084 1192 834 
Other payroll levies 9 795 8 585 
Overtime payments 1 322 576 560 901 
Redemption leave 237 586 247 539 
SOL 218 770 183 463 
Travel, motor car, accommodation, subsistence and other allowances 2016 442 1 772 549 
UIF 165 308 147 773 
28 939 247 25169 606 
Remuneration of Municipal Manager 
Annual Remuneration 648 000 509 275 
Car, travel accommodation allowance and other 293 516 174863 
941 516 684138 
Remuneration of Chief Finance Officer 
Annual Remuneration 412 500 291 646 
Car, travel accommodation allowance and other 249 040 181 586 
661 540 473 232 
Remuneration of Director Corporate Services 
Annual Remuneration 291 229 385 393 
Car, travel accommodation allowance and other 124 813 269 851 
416 042 655 244 
Remuneration of Director Technical Services 
Annual Remuneration 450 000 87 500 
Car, travel accommodation allowance and other 234 271 23 042 
684 271 110542 
Remuneration of Director Social Services 
Annual Remuneration 315 000 336 056 
Car, travel accommodation allowance and other 354 775 276 991 
669 775 613 047 
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29. Remuneration of councillors 
Mayor 
Councillors 


Councillors’ pension contribution 
Councillors’ allowances 


30. Depreciation and amortisation 


Property, plant and equipment 
Intangible assets 


31. Debt impairment 


Contributions to debt impairment provision 
Bad debts written off 


32. Bulk purchases 


Electricity 


33. Contracted services 


Information Technology Services 
Fleet Services 
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2015 


489 189 
565 090 
116 604 
376 279 


1 547 162 


5 510 773 
7 756 


5 518 529 


4 432 303 


4 432 303 


41 491 713 


964 877 
1 434 303 


2 399 180 


2014 


470 963 
868 068 
127 276 
436 303 


1 902 610 


4 375 658 
73 626 


4449 284 


1 913 531 
399 877 


2 313 408 


42 361 336 


(789 514) 
36377 


(753 137) 
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34. General expenses 


Advertising 85 733 227 704 
Auditors remuneration 1 360 549 984 924 
Cleaning 94086 15 483 
Computer expenses 358 834 803 994 
Consulting and professional fees 871 500 1 022 710 
Consumables 39 900 118 630 
Deed transfers 21 296 9 792 
Entertainment 62 793 98 942 
Pauper burials 1 200 10 995 
Hire 346 359 224 473 
Insurance 155 276 247 460 
Conferences and seminars 2 000 59 591 
Valuation expenses 214 226 246 866 
Medical expenses 352 667 62 635 
Pensioners medical aid 339 694 1 697 033 
Fuel and oil 705 067 474 492 
Postage and courier 106 446 49 657 
Printing and stationery 162 362 168 407 
Sundry costs 263 320 9 424 
Security 1419 215 2 206 950 
Software expenses 388 482 1 300 
Telephone and fax 627 659 445 716 
Training 684 986 368 215 
Travel - local 939 7119 
Service connections 393 127 460 684 
Assets expensed 185 048 
Electricity 237 626 680 906 
Uniforms 57711 335 308 
Rental general 140 391 
Legal fees 667 971 842 355 
Public participation 60 750 
Grant expenditure 6 128 466 2 015 234 
Publications 6 990 91 069 
Loss on asset disposal 661 403 
Tearn building workshops 1 000 

Legal expenses 94 649 114 721 
Other expenses 355 243 855 696 


16 607 372 16 006 077 
35. Auditors’ remuneration 


Fees 1 360 549 984 924 


36. Operating lease 
The municipality had the following outstanding commitments under operating leases in the prior year: 


Operating leases - lessee 


Within one year 764 949 111 220 
In the second to fifth year 2 607 060 300 280 
3 372 009 411 500 


The operating lease payments represented rentals payable by the municipality for certain of its fleet vehicles and IT equipment. 
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37. Cash generated from operations 


Surplus Adjustments for: 

Depreciation and amortisation 

Grant donations transferred to work in progress 
Fair value adjustments 

Finance costs- Finance leases 

Impairment 

Debt impairment 

Movements in retirement benefit assets and liabilities 
Movements in provisions 

Opening balance adjustment 

-Bad debts written off 

Changes in working capital: 

Inventories 

Consumer debtors 

Other receivables from non-exchange transactions 
Prepayments 

Payables from exchange transactions 

VAT 

Unspent conditional grants and receipts 
Consumer deposits 


38. Commitments 
Authorised capital expenditure 


Approved and contracted for 
Urban Road CBD 


Operating Contracts 
: Contracts due within 1 Year 
: Contracts due 2 to 5 years 


Total capital commitments 
Already contracted for but not provided for 


Not yet contracted for and authorised by accounting officer 


2015 


12 612 823 


5 518 529 
(9 207 423) 
(213 545) 
232 180 
(9 014 059) 
4 432 303 
495 000 
(535 458) 


497 477 


167 984 
(3 533 251) 


9 352 
(5 164 499) 
1058 877 
3 485 373 

(17759) 


823 904 


21 368 183 


10 406 528 
10 823 083 


21 229 611 


21 368 183 
21 229 611 


42 597 794 


2014 


8 165 046 


4 449 284 


370 471 
29 727 
2313408 
1 430 000 
700 431 
(207 390) 


9 040 
(4 335 834) 
332 582 
(9 352) 

1 453 538 
4 068 863 
(40 736) 
(133 337) 


18 595 741 


19 589 486 


10 738 926 
27 360 334 


38 099 260 


19 589 486 
38 099 260 


57 688 746 


This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, rights issue 
of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, etc. 


39. Contingencies 


Contingencies arising from pending litigation on damage to vehicle claim 


Litigation is in process against the municipality on claims relating to damage to motor vehicle. Conclusion of the process is 
dependent on the litigation process being completed, therefore the timing of economic outflows is uncertain. An amount of 
R87,148 is being claimed against the municipality in the case of Maggie Mtshali vs Mpofana Municipality. 
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40. Prior period errors 


Prior year error 


Employee benefit obligation 
Provisions 

Investment property 
Revaluation reserve 
General expenses 


2015 


2013/14 2013/14 
Previously Restated 
stated 

(10 644 000) (10 370 000) 
(7 479 873) (7 751241) 
8581000 13 451000 
(8 581 000) (13 451 000) 
13860821 13858459 


(4 263 052) (4 262 782) 


2014 


Difference 


274 000 
(271 368) 

4 870 000 
(4 870 000) 
(2 632) 


The prior year figures of classes in the Statement of Financial Position and statement of financial perfomance have been re- 


stated to correctly classify the nature of Assets, Liabilities, net Assets, Income and expenditure of the Municipality. 


The effect of the correction of Error is as follows: 


Prior year error is summarised as follows 
Correction of provision of landfill site 
Correction of provision for employee benefit 
Correction of workman's compensation 
Correction of SALGA membership fees 
Correction of prior year Investment property 
Correction of Revalauton reserved 
Correction of prior year intangibles 


Provision for landfill site restated Provision 
of landfill site as previously stated Correction 
of provision per the valuation report 


EPWP grant restated 
EPWP grant unspent as previously stated 
Correction of prior year grant expenditure recognised in current year 


Workmans compensation restated 
Correction of workman's compensation relating to prior years 


SALGA membership fees restated 
Correction of SALGA membership fees relating to prior years 


Land as restated 
Land as previously stated 
Land removed from assets 


Surplus for the year restated 

Surplus for the year as previously stated 
Prior period error 

Restated surplus 


Statement of changes in net assets 
Revaluation Reserve 


44 


(271 368) 
274 000 


4 870 000 
(4 870 000) 


2 632 


(5 809 080) 
(271 368) 


(6 080 448) 


8 165 046 
(2 362) 
8 162 414 


4 870 000 


(3 448 758) 


912 835 
956 605 


3 696 
(1 575 622) 


(9 230 756) 
3.448 758 


(5 781 998) 


(372 763) 
211 050 


(161 713) 


912 835 


956 605 


3 322 286 
(3 696) 


3 318 590 


7 082 498 
1 575 622 
8 658 120 
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40. Prior period errors (continued) 


41. Going concern 
We draw attention to the fact that the municipality has unspent conditional grants liabilities that are not fully cash backed. 


The unspent conditional grants liability amounts to R19 229 810 and the municipality has investments to the value of 
R33 967 280. 


The annual financial statements have however been prepared on the basis of accounting policies applicable to a going 
concern. This basis presumes that funds will be available to finance future operations and that the realisation of assets and 
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of service delivery. 


42. Events after the reporting date 


At the time of completion of the annual financial statements, there were no events after the reporting date affecting these 
Annual Financial Statements. 


43. Unauthorised expenditure 


Opening balance 7 555 440 5116355 
Unauthorised expenditure for current period 6 671 407 2 439 085 


14 226 847 7 555 440 


At the time of completion of the Annual Financial Statements, there was no unauthorised expenditure for the year up to June 
2015. 


44. Fruitless and wasteful expenditure 


Fruitless and wasteful! expenditure for current year 116 373 131 595 


Interest and penalty charges were levied for the late payment of Eskom invoices for electricity bulk purchases and late payment 
ofTelkom invoices. 


45. Irregular expenditure 


Opening balance 14 323 461 8 007 395 
Add: Irregular Expenditure - current year 8 448 457 4046 914 
Add: Irregular expenditure from deviations 959 078 2 269 152 


23 730 996 14 323 461 


At the time of completion of the annual financial statements no irregular expenditure had been incurred. 
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46. Deviation from supply chain management regulations 


In terms of section 36(2) of the Municipal Supply Chain Management Regulation approved by council, any deviation from the 
Supply Chain Management Policy needs to be approved/ Condoned by the Municipal manager, noted by council where the 
formal procurement processes could not be followed must be noted in the Annual Financial Statements 


The following deviations from the tender stipulations in terms of the municipality's Supply Chain Management policy ratified by 
the Municipal Manager and reported to council. 


° AMJ Electrical Services R_ 8,199 
° ARB Electrical Wholesalers R 16,112 
° Arrow Print R 12,815 
. Business Success Solutions R_ 7,979 
D A Metering R 8,147 
. Electribox R 12,825 
Electric World R 14,863 
Electronic Assemblies R_ 6,133 
Formax R 9,508 
Forms Media Independent R 6,657 
Freeway Motors R 7,016 
Fuduka R 18,800 
. Government Printing works R 41,930 
° Greenfields Folan R 8,574 
° lllanga Newspaper R 3,322 
e — Jark Engineering R 2,508 
. Jus Laos R 14,250 
° Keyed Alike Locks R 5,127 
° Mamree Hiring Services R_ 7,800 
. Meal District Taxi AssoCiation R 36,700 
Mooisans Doors and Windows R107,719 
° NEO Solutions R 9,633 
° NMR Hardware R337,405 
° Northmech (Mooimech) R 15,649 
° Payday Software System R 23,253 
° PMB Forestry R 3,271 
° R J Hayes R_ 6,270 
° R Ranjith Building Contractors R 2,850 
° Ridgeback Trading R 37,760 
SA Redcross Society R 16,770 
SupplyCo R 6,638 
The Natal Witness R 30,029 
Trans Atlantic Equipment R 6,612 
° Universal Print Group R 14,394 
° Variprint R 10,896 
° Voltex R 49,058 


47. Risk management 
Maximum credit risk exposure 


Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with 
major banks with high quality credit standing and limits exposure to any one counter-party. 


Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings in accordance with limits set by the municipality. The utilisation 
of credit limits is regularly monitored. 


Financial assets exposed to credit risk at year end are noted under the respective financial assets- investments, trade 
and other receivables and the cash and cash equivalents notes. 
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47. Risk management (continued) 


These balances represent the maximum exposure to credit risk. 


Cash and cash equivalents 2 687 362 2 344 512 
Financial assets - investments 9 487 572 11 848 205 
Consumer debtors 33 967 280 24 997 011 
Maximum credit exposure 46 142 214 39189 728 
Liquidity risk 


The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 


Cash fiow forecasts are prepared and adequate utilised borrowing facilities are monitored. 


The table below analyses the municipality financial liabilities into amounts due within the 12 months after: 


Trade payables 6671611 9 878 192 
Finance lease obligation 410 803 512 087 
Short term portion of long term liabilities 137 426 70 202 


7 219 840 10 460 481 


Interest rate risk 


As the municipality has no significant interest-bearing assets, the municipality's income and operating cash fiows are 
substantially independent of changes in market interest rates. 


At year end, financial instruments exposed to interest rate risk were as follows: 
Financial Assets- Investments 
Financial Lease Obligation 
Annuity Loan 
° Call deposits 
Notice deposits 


Long-term debtors 


This note presents the municipality's exposure to this risk. Quantitative disclosures of the amounts are disclosed throughout the 
financial statements. 


Effect on profit before tax 
48. Electricity losses 
Electricity units (kWh) lost in distribution 


Electricity units (kWh) purchased from Eskom 62 234 443 58 050 911 
Electricity units (kWh) sold from Eskom (46 976912) (47 690 010) 


15 257 531 10 360 901 


Electricity losses for the financial year is 25% (2014: 18%). The Rand value of the electricity losses for the current financial 
year is R12 299 097 (2014: R6,874,000). 


These losses are attributable to electricity line losses within the electricity network infrastructure. 
49. Councillor arrears on consumer accounts 


No current councillor has arrears on his/her services account. 
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Ph Heritage assets 


2015 2014 
Cost I Accumulated Carrying value Cost I Accumulated Carrying value 
Valuation impairment Valuation impairment 
losses losses 
Historical monuments 98 850 98 850 
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